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A Hooper-Holmes 
inspection is the 
Ounce of Prevention 
for your business. 


Get the 


COMPLETE PICTURE 


Would you pass this man for life in- 
surance, or for credit? 

Well, that depends—to begin with 
you would want his complete picture, 
Hooper-Holmes makes a business of 
providing it; not a photograph, but 
“a word picture” which enables you 
to see at a glance just what kind of 
person this is with whom you contem- 
plate doing business. 

Spread over the entire United States 
are inspectors and correspondents of 
the Bureau who are trained in provid- 
ing information to serve your interests. 
With a Hooper-Holmes Inspection Re- 


port before you, the unknown becomes 
definite. You see this hitherto vague 
personality as he is in business, at 
home and among his friends. You 
know his occupation and his avoca- 
tions, his habits and virtues. And yet 
he may be two thousand miles away. 
The nationwide facilities of the 
Hooper-Holmes Bureau are devoted 
to the compiling of Moral Hazard In- 
spection Reports for insurance under- 
writing, credit, commercial and em- 
ployment purposes and Claim 

Reports. Address Inquiries to 

102 Maiden Lane, New York. 


THE HOOPER-HOLMES BUREAU, Inc. 
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looking ahead 


@ Continuing the analysis of the 
foundations of the 1932 business 
structure, which is now in the 
process of going upward, we will 
supplement the features of this 
January issue with an equally strong 
array of articles and authors in our 
coming number. 


Dr. Clyde William Phelps, Econ- 
omist of the Federal Trade Com- 
mission, Washington, D. C. will 
present his thoughts on the subject 
of “Credit as a business force”. 
Those who remember his thorough- 
going address at a recent National 
Association of Credit Men conven- 
tion know in advance the author- 
ity of the author and authenticity 
of the article to come. 


The annual survey and break- 
down of bankruptcy figures fea- 
tured by CREDIT AND FINANCIAL 
MANAGEMENT each year, will be 
ready by next month. 


And Carl Snyder of the Federal 
Reserve Bank in New York will 
present a statistical study compar- 
ing the present and past depres- 
sions. His piece is the kind that 
should be read more than once. 
Your first chance will come in a 

’ few weeks. 
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“LETS GET ACTION TODAY 
ON THESE OVERDUE ACCOUNTS? 


-ee- ACTION FOLLOWS A 
POSTAL TELEGRAM 


Nobody ever heard of a Postal Telegram 
cooling its heels in an outer office. Postal 
Telegrams “get in”... get action...quickly. 

Because Postal Telegrams do get the 
right of way everywhere...do focus atten- 
tion squarely on the matter in hand...alert 
credit men have turned to Postal Tele- 
gtaph as an efficient means of stirring 
slow accounts to action. They use it to 
save time...to save money...to get results. 

Use Postal Telegraph in your credit 
work...your collection work...today. It’s 
a fast, accurate, dependable message-high- 
way to 80,000 places in the United States 
and Canada. And it preserves a written rec- 
ord of every message for future reference. 


THE INTERNATIONAL SYSTEM 


‘rursrmaranmnan  tOGStAL Telegraph 


that offers a world-wide service of coordinated record com- 

munications under asingle management. Through the great 

International System of which Postal Telegraph is a part, it 

reaches Europe, Asia, The Orient over Commercial Cables, Is, Cables 
Central America, South America and the West Indies over ‘ 

All America Cables, and ships at sea via Mackay Radio, 


When writing to Postal Telegraph, please mention Credit & Financial Management 





What the United States needs, more than any- 

thing else, as it enters 1932 is a new hair cut! 

lu To illustrate the specific meaning of this gen- 

eralization, an actual, individual experience is 
presented in the next paragraph. 


Glenn Sanders is a salesman of advertising space. 
It is his job to present the merits of his publication 
to advertisers and advertising agencies in an endeavor 
to secure advertising space contracts for his maga- 
zine. During the seven weeks preceding December 1, 
he had not secured a single contract. He had also 
been unable to obtain renewals on other contracts 
expiring on January 1, 1932. 

All he had accumulated from the advertising pros- 
pects were hard luck stories, tales of woe, reduced 
appropriations, and the “we’re waiting for the busi- 
ness turn” attitude. Glenn had unconsciously as- 
sumed the same psychological attitude. One morning 
he realized that he hadn’t been to a barber for five 
weeks. His hair was straggling down over his ears. 
Suddenly he knew that he appeared “‘un-prosperous”’. 
He looked to be a man out of work instead of an 
advertising manager. “No wonder”, he concluded, 
“that I can’t sell any contracts. No wonder that I 
feel sorry for myself every time I look in the mirror”. 
At eight o’clock the next morning Glenn was in the 
barber shop for a shave, a haircut and a tonic. He 
told me that he pulled his tie a little tighter and 
squared his shoulders a little more, as he looked at 
himself in the barber’s big mirror. The thought 
struck him that subconsciously he had been trying to 
sell advertising on sympathy. That day, with prob- 
lems and negatives just as tough as they had been on 
any day during the past two months, Glenn sold two 
new contracts and renewed one of the old contracts 


which had been definitely cancelled. 


Glenn’s advertising facts were no better than they 
had been, his magazine had not improved one iota 
within twenty-four hours—but his approach to and 
interpretation of the facts and the magazine were 
improved one hundred per cent. His neat, fresh, 
confident appearance had inspired enthusiasm and 
confidence in the men with whom he talked. Back 
of this highly encouraging and:successful day was a 
haircut! 


The United States does not need the kind of en- 
thusiasm that is generated by foolish optimism. It 
needs “new haircut” enthusiasm—the kind of en- 
thusiam that is generated by an honest appraisal and 
interpretation of facts. We've had a new haircut 
since the dark days of our recent depression. Busi- 
ness doesn’t look as bad as we think it does. Times 
are relatively normal today but things look bad to 
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us because we persist in comparing the normality 
of today with the abnormality of 1929. Business 
conditions, as we look in the economic mirror, are 
merely a reflection of our own faces, expressions, 
thoughts and feelings. Because business has to 
exert real effort to obtain its income and give an 
honest and careful justification for its expenses and 
expenditures we say “things are bad.” Prosperity 
softened us so much that we haven’t the energy 
to hurdle obstacles. Problems to solve make us 
gloomy and morose. 

As this editorial is written, President Hoover’s and 
Secretary Mellon’s proposal for increased taxation and 
other emergency measures is occupying the headlines 
in our newspapers. Two London newspapers com- 
mented as follows on the situation in the United 
States: The News-Chronicle said, “The United States 
is a very sick country in a very sick world. The 
prolonged slump burst the bubble of incalculable 
wealth.” The conservative Morning Telegraph said, 
“President Hoover unfolded a melancholy story, 
showing that the Federal Treasury is in a far worse 
position than the British Exchequer.” These are elo- 
quent examples of how newspaper editors all over the 
world are tainting national and international situ- 
ations with the gloom, pessimism and morbidity of 
their personal opinions and prejudices. 

This world needs a new haircut! It is bad enough 
to have the hair straggling down over our ears but 
when it streams down in front of our eyes and ob- 
scures our sight and vision it is an inexcusable laxity. 
The times demand business leaders and government 
statesmen who are economic barbers—leaders who say 
what they think and not what they think they should 
say. 

In prosperous times we have an epidemic of proph- 
ecies stating that prosperity is going to continue 
ad infinitum. In depression periods we have an epi- 
demic of prophecies that years of depression loom 
before us, overshadowing our faith in the future. 
Too many business leaders today are like Sanders 
was before he had a haircut. They think that both 
their own organization and business in general are 
much worse than they really are. 

The “‘new haircut” method is nothing more than an 
honest appraisal of honest facts. Hippocrates, in 
ancient Greece, laid down three rules that are just as 
new and just as fundamental today as they were 
over two thousand years ago. He said, ‘There is 
no authority except facts. Facts are obtained by 
accurate observation. Deductions are to be made 
only from facts.” Today is a day of facts. We will 
lose out in our competition with others if we don’t 
get a new haircut when we need it. 
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a compilation of business and 


Straws in the wind 


Blow hot, blow cold — the following straws indicate 


the strength and direction of the trade winds in recent 
weeks: 


The endless stream of forecasts on business in 1932 has started. 
One of the first comes from the United Business Service of Bos- 
ton, which presents the following interesting views: 


BUSINESS VOLUME: A reversal of the downward trend of busi- 
ness will take place in 1932. Activity is expected to increase 
more than normally in the Spring. By Fall sustained recovery 
will be under way. 


COMMODITY PRICES: 1932 will be a year of stability in com- 
modity prices as a whole. Raw materials will be higher. Falling 


prices will probably continue in many finished products, how- 
ever. 


RETAIL TRADE: Sales are expected to increase as the year 
progresses, aided by more installment purchasing and better 
employment conditions. Agricultural buying power should av- 
erage about 5 per cent higher next year. Retail prices are 
expected to be lower in 1932. 


BUILDING: Total volume is expected to be slightly higher than 
this year. It will probably amount to $3,500,000,000, compared 
with the 1931 total of $3,250,000,000. Building costs will be 
lower next year. Residential building will be stimulated also by 
the Federal home loan plan. 


AUTOMOBILES: A slight rise is expected in 1932. Total out- 
put will probably be in excess of 2,500,000 units, which is ap- 
proximately the total for 1931. Prices will be lower and a 
greater percentage of cars will be sold in the low-price field. 


BONDS: A highly selective and irregular bond market is in 
prospect for 1932. High-grade, short-term bonds will continue 
steady. Government bonds will be under pressure. Foreign 
bonds will follow an erratic course. 


STOCKS: The industrial average should rise about 40 to 50 
per cent from the 1931 low point in the first half of next year. 
Prices will probably react in the Summer and move up again 


in the Fall. Stocks promise to be substantially higher at the end 
of 1932. 


to be broken. But the lessons of 

the old year should not be forgot- 

ten. In recent months business 
has learned much and the credit pro- 
fession has been more truly evaluated. 
It is interesting to note, in this regard, 
the opinions of Mr. Charles E. B. Dick- 
inson of the Fairchild Publications, on 
the subject of credit. 

For the last two years the credit sit- 
uation has been an issue of paramount 
importance, he says. Perhaps because 
of the strain of the load that has been 
carried by most credit men or again be- 
cause of the length of time and the 
extraordinary conditions that have pre- 
vailed, the situation is drawing to a 
point where strained nerves, some be- 
lieve, may be doing unnecessary harm. 

Those who believe this think that 
any one who hears rumors, or who has 
a premonition, or who has facts at his 
disposal, should, to say the least, move 
carefully. It is a time of the year when 
business normally is dull. 

It is a period also of inventories, ap- 
proaching annual statements, a certain 
amount of apprehension and nerve 
strain for those who are trying to de- 
velop a good position for the year-end, 
because their ability to do business next 
year depends so much on the state of 
their inventory and their cash position. 

The industry is composed not alone 
of the “big fellows,” it also includes 
the myriads of “little fellows” whose 
aggregate makes up a most respectable 
total and is the larger proportion of 
the business. There are always those 
who are in difficulties and the alert 
credit man is always “on his toes” en- 
deavoring to anticipate these conditions 
and, consequently, he is highly suscep- 
tible to rumors, some of which are 
little more than whispering campaigns. 

A good bit of advice was recently 
passed out by one credit man who sug- 
gested in this crisis that any one hear- 
ing a rumor about any concern should 
refuse to pass it. along unless he had first 
made an investigation. He suggested 
that when a manufacturer of cloth was 


ee Year’s resolutions are made 
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financial trends 


interested in the welfare of a given ac- 
count, having sold them, it should be the 
business of his selling organization upon 
hearing rumors, to go straight to the 
house in question and learn the truth. 

This particular credit man cited three 
instances within a single week, all of 
which were far from being in the posi- 
tion rumor indicated, but the principals 
in which might have suffered irreparable 
injury as a result of the passing on of 
rumors for which there was no founda- 
tion in truth. 

Of course, the interest in these things 
is something that cannot be denied. It 
is the right of every business man to ex- 
ercise his own judgment and take pre- 
cautionary measures. If in so doing he 
arouses the suspicions of others, it is the 
others who should be careful. It causes 
much unnecessary worry and most of 
the troubles can be straightened out if 
the time element is allowed. 

Self control action in moderation, and 
a disposition not to give credence to 
every rumor that comes along is recom- 
mended by the less temperamentally in- 
clined credit men to their contempo- 


Relation of industrial wages to wholesale 
prices, 1840 to 1931, charted by National 
Industrial Conference Board, 1923 = 100 































thermometer: 


and indications 


raries. Above all things, they advise 
them not to get hysterical in the crisis, 
not to take unnecessarily drastic steps, 
to investigate all situations before as- 
suming a position and to act in modera- 
tion. 

Not all credit men are fully apprised 
of the differences in the methods of do- 
ing business. A house that was not 
overly familiar with the experiences of 
tailors-to-the-trade, had sold such a 
buyer a bill of goods. The buyer was 
slow in payment and the credit depart- 
ment made an investigation. They 
found that this particular house had 30 
per cent. returns and regarded the per- 
centage as high, immediately forming a 
wrong impression. 

This, however, was normal, though it 
would have been extremely high for a 
clothing manufacturer. Those familiar 
with the business of the tailors would 
have known this before but the seller 
referred to was unduly and unnecessarily 
disturbed. 

The more progressive types of credit 
men who increase the business of the 

(Continued on page 42) 


With the exception of Fisher’s Index, U. S. 
Department of Commerce charts (right) 
are based on 1923-1925 average = 100 
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“Prosperity will be fickle as a coquette” 


ing certain in life except taxes and 

death” will find intensive applica- 

tion in business in the next decade. 
Many industries, seemingly solidly en- 
trenched, may awaken some morning to 
find that their trade has vanished and 
their products have become obsolete. 
The present foundation, which seems to 
certain industries as impregnable as the 
Rock of Gibaltar, may prove to be shift- 
ing, treacherous sands and require heroic 
and ingenious work unless the doom and 
destruction of their business is-to be 
witnessed. 

The changing character of business 
will never be more pronounced than in 
the years immediately ahead of us. Not 
many years ago you could drift with 
the tide and when general business was 
going well all shared in the general 
prosperity. That day has passed. Seem- 
ingly average management in times 
past has viewed with considerable sat- 
isfaction earnings, the result of its di- 
rection; but average management will 
be far back in the race in the years to 
come. Individual alertness, resourceful- 
ness, courage will be needed as never 
before in our modern history. 

We live in an age in which we build 
up by tearing down for very largely 


. The old adage that “there is noth- 
u 


our progress issues from the destruction 
of old industries and the erection of 
new. 

Tradition, which for years has ruled 
the business world and all human ac- 
tivity, has been broken down. Prece- 
dent is ignored. Tradition and prece- 
dent have always stood in the way of 
real progress and the alert manufac- 
turer who will show a disrespect for 
these so-called old-fashioned authori- 
ties; will blaze the trail and leave the 
conservatives lost in the woods. 

There can be no doubt about the 
future prosperity of business. This 
prosperity will be as fickle as a co- 
quette. It will be selective and the 
reward will come to those managements 
which are scientifically alert and re- 
search minded, while those which slum- 
ber along in the old way are headed for 
certain extinction. 

The business man of today and to- 
morrow must keep his eyes peeled and 
his ears open to the new order of things 
that is dissecting, changing, destroying 
and creating business. At no time will 
ingenuity in following science and re- 
search prove so essential to continued 
business success. And science moves 
fast—make no mistake about that. Its 
rewards accrue only to pioneers for as 
soon as a new product is discovered 
or a new machine devised, there is a 
rush for its use or distribution and it 
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Business changes 


& Economic stability will rest on agility in shift- 
ing attack to meet most capricious conditions 


by HENRY H. HEIMANN, Executive Manager, N. A. C. M. 


is only the pioneers who reap the real 
rewards for in just a short space of time 
the invention or product becomes gen- 
erally used and the profits are passed 
on to the consumer by way of lower 
price leaving the real rewards safely 
deposited in the surplus accounts of 
those who had the courage to pioneer 
the product or method. 

The changing character of business 
—first of all science itself ever restless 
for pushing onward—disturbs the old 
order of things. The necessity of yes- 
terday becomes the antique of tomor- 
row. It is no respecter of industries. 
It is busily engaged in the processes of 
developing substitutes. It is an ally of 
obsolescence and the plant that might 
be efficiently equipped today through 
invention may be antiquated tomorrow. 
It annihilates distance. Our own 
nation, figuratively speaking, was three 
months wide at the beginning of the 
Civil War; three days wide with the 
coming of the railroad; twenty-four 
hours wide with the invention of the 
airplane and one second wide since radio 
has been invented. 

Another factor unceasingly working 
on the changing character of industry 
is the rapid change in habits and fash- 
ions. Short dresses mean less wool con- 
sumption but likewise increase the sale 
of silk hose. Bobbed hair nearly ruined 
the old-fashioned hairpin industry but 
ingenious manufacturers devised a pin 


to fit the bobbed head. The old- 





** (Hamp, cain’t you help me hold this 
here. I’m about to drop it!’ 

‘Why, Mirandy, I’m sittin’ mighty 
comfortable now, cain’t you make it?’ 
Many business men in industries who 
think they are sitting very comfort- 
ably now will awaken some morn- 
ing to find their trade vanished” 


fashioned petticoat and corset were 
shunted into the antique department 
through style changes and health mea- 
sures. 

A third factor in the changing char- 
acter of business is the changing 
method of distribution. No arm of 
industry is going to be given more con- 
sideration during the years ahead than 
the problem of distribution. Those who 
are successfully solving this problem 
are going to cash in tremendously. As 
a matter of fact the entire depression 
today is merely brought about through 
the lack of proper development of dis- 
tribution plus unsound credit practices. 
The cost of getting goods to the ulti- 
mate consumer has increased more than 
three-fold in the last half century. We 
have been lending all of our thought 
to the problem of production and the 
field of distribution has scarcely been 
touched. Here enters the chain store, 
the branch house and many other vari- 
ations. 

Social evolution is an ardent ally of 
the changing character of business. 
Modern transportation, improved high- 
ways and higher standards of living 
constitute social evolutions that are 


revolutionizing industry. With modern 
transportation and improved highways, 
for instance, the mail order houses with 
their alluring catalogues did not find 
the measure of appeal that those silent 
salesmen had previously enjoyed. The 
farmer much preferred driving to a 
central market where he could see all 
the goods displayed before him and 
there make his selection. The old state- 
ment so frequently heard that the cross 
road store was dead was suddenly found 
to be a fallacy. In this instance, man- 
agement was alive and alert and when 
the cross road trade would not avail 
itself of the opportunity of depositing 
an order in a rural free delivery box 
they in effect brought their catalogue 
out into the agricultural districts by 
establishing cross road stores of their 
own. 

Exploitation of consumer purchas- 
ing power had its effect in recent 
abnormal expansion of business. A con- 
siderable amount of study as to 
program with respect to this will be 
in order during the years immediately 
ahead of us. This is linked with the 
changes in styles, for business seems to 
be getting out its yearly model and 
whether you like it or not you join in 
the procession to keep in style. 

In times past we could look for our 
competition from within our own in- 
dustries. In the years ahead it behooves 





industry to work as a unit. The change 
in the human factor has altered this 
for competition arises where least ex- 
pected* today—brick competes with 
lumber, silk with wool, beet with 
sugar, cement with steel and so down 
the line and after each innovation there 
are those who are so accustomed to the 
old ways that they refuse to join the 
procession, setting up an alarm in 
which they decry the new order of 
things and predict it will lead to even- 
tual destruction. On the other hand, 
the courageous and the resourceful 
keep to their new order of things until 
their method becomes a standard and 
the old order becomes obsolete. 

During the past few years, business 
has had its eye closely riveted to volume 
rather than to earnings. That order, 
too, will pass. The principle of a 
nation wide distribution will be sub- 
merged to the question of whether 
such distribution is profitable. It be- 
hooves every manufacturer to consider, 
after careful analysis, his best sales 
territory and to pass judgment on 
whether it is best to strive for a lower 
volume with concentration in mind 
so as to produce satisfactory earnings 
or continue in the old national distribu- 
tion policy developing a large volume 
of business with its consequent reduced 
margin. 


(Continued on page 31) 
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by EDWIN W. KEMMERER, 


of Princeton University, whose 
solution of the gold problems 
of thirteen nations in twenty 
years has established him as a 
gold authority without a peer. 
o 1896, there had been a pronounced 
and almost continuous decline in 
price levels in all gold-standard coun- 
tries of the world—a decline that was 
due chiefly to a world scarcity of gold— 
in other words, to a failure of the 
world’s gold production to increase suf- 
ficiently to enable the world’s monetary 
gold supply to meet the increasing de- 
mands placed upon it. However, 
largely as a result of the great increase 


in gold production beginning in the 
early nineties, coming chiefly from 


For a period of approximately a 
quarter of a century, ending in 
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«The explanation of this sharp decline in 
commodity prices is not in maldistribution 
of the world’s monetary gold.” 


South Africa, price levels in gold- 
standard countries began to rise about 
1897 and, as a result of annual incre- 
ments averaging about 2.6 per cent 
(compounded), the wholesale commod- 
ity price level in all gold standard 
countries of the world rose from 
1897 to 1913 by 40 to 50 per cent. 
Had there been no war and had this 
rate of increase continued until 1919, 
the price level in that year would have 
been 117 on the basis of 100 for 1913. 
It actually was 206 in the United 
States in 1919. And this, despite the 
fact that, as a result of wartime influ- 
ences, the world’s production of gold 
had declined by nearly 28 per cent from 
1913 to 1920. 


This extraordinary advance in prices 
between 1913 and 1920 was due, to 
some extent, to the greatly increased 
efficiency of the monetary and 
credit systems, resulting from the es- 
tablishment of the Federal Reserve Sys- 
tem, but chiefly to the withdrawal of 
gold from circulation throughout the 
world during the War period and to the 
vast monetary and credit inflation 
which the world built upon its limited 
gold base during the War and the two 
years immediately following. The esti- 
mates made in my book on High Prices 
and Deflation for the period 1913 to 
1919, showed an increase in the phys- 
ical volume of business in the United 
States of about 10 per cent, in the mon- 
etary circulation of 71 per cent and in 
bank deposits of 120 per cent. Cash 
reserve percentages held against de- 
posits were approximately cut in half, 
and, despite our greatly increased stock 
of monetary gold in the United States, 
there was a large decline in the ratio of 
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gold to the country’s total cash and to 
its total supply of exchange media. 


The collapse of 1920 was due to the 
removal of the artificial wartime infla- 
tion stimuli, to “a taking account of 
stock” on the part of the world, and a 
realization that the world’s credit was 
grossly overexpanded and that there 
was nothing like enough monetary gold 
in the world to maintain such an ex- 
tended credit structure and such ab- 
normally high prices, when once the 
world should return to the gold stand- 
ard. The credit balloon was inflated to 
the bursting point. Any slight increase 
in pressure was likely to make it burst. 
The source of the particular pressure 
that caused it to burst is a matter of 
little importance. 


In a little over two years, the United 
States recovered, superficially at least, 
from the crisis of 1920 and the ensuing 
depression; but most other countries 
were much slower in their recovery. It 
was inevitable that many years should 
pass before the world would recover 
almost completely from the enormous 
economic losses resulting from the great- 
est war in history and from the great 
maladjustments in its productive and 
distributive machinery which that war 
caused. America was not hit so hard 
as Europe. It recovered: more quickly. 
Our own premature expansion, covered 
by the so-called Coolidge prosperity and 
the subsequent bull-market period, with 
their resulting large extension of credit 
to Europe and Latin America, postponed 
the inevitable day of complete World 
War liquidation for some years, and 
we are now finishing the job. While 
the prices of securities were tremen- 
dously inflated during this boom period, 
it is doubtful whether the prices of 
commodities in general were greatly in- 
flated, although there can be no ques- 
tion but that the prices of many par- 
ticular commodities were unduly high. 


By 1921 the wholesale price level in 
the United States had settled down in 
the neighborhood of 138 to 148, (tak- 
ing the 1913 base), where it remained 
until the end of 1929. Here was a 
nine-year period of unusually stable 
commodity prices, and the price level 
averaging for the 9 years 141 was not 


(Continued on page 43) 
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price debacle 


by IRVING FISHER 
of Yale University 


down to posterity as “The Great 

Gold Mystery”. For when gold 

is abundant it really ought to be 
cheap and boost prices. But in France 
and America, it is abundant yet dear, 
downing prices and booming the gold 
mines. 

We shall find the solution, I believe, 
in the colossal volume of public and 
private debts. This takes on signifi- 
cance when we find smaller prototypes 
in earlier and smaller depressions—a fact 
which hitherto has received scant at- 
tention. For I am inclined to think 
that the long “missing link” in the 
“cycle theory” is the factor of over- 
indebtedness. 

Over-indebtedness is, of course, not 
the only factor in the case. There are 
many others. Yet they are all more or 
less related to this great over-powering 
factor of debts. 

Many blame this world-depression on 
the mal-distribution of gold. And this 
mal-distribution is in turn ascribed to 
the Yankee tariff, which, as we know, 
was set up largely for the express pur- 
pose of preventing Europe from paying 
her huge debts to us in its most available 
medium: goods. 

These explanations, and many more, 
are no doubt largely correct. But the 
chief factor is the common factor, 
debt—debt and what is implied in 
debt, particularly distress selling and 
deflation. 

We may alliterate and say the de- 
pression is a matter of “The Three 
D’s”: Debt; Distress-selling; Deflation 
—working in a vicious circle. 

It all goes back to the Treaty of Ver- 
sailles, which first hung a mill-stone of 
debt on the neck of Germany; as well 
as back to the other war debts—the 
inter-allied debts, hanging still on the 
neck of all Europe. To these were 
added the private debts to us contracted 
by European municipalities and indus- 
try and, before the stock market crash, 
the millions of brokers’ loans. 

Then came distress-selling—a _ pro- 
cedure which has the peculiarity of 
making the very law of supply-and-de- 
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a ‘The depression is a matter of the three 
D’s: Debt, Distress-selling, 
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working in a vicious circle. 


mand perverse. Normally you sell your 
stocks, or other goods, because supply- 
and-demand has ground out a price 
which pleases you; but when you are 
tortured by debt, you perform the same 
operation for precisely the opposite rea- 
son; not the attraction of high prices, 
but the compulsion of low prices which 
menace your solvency. When you are 
joined in this by a million other citi- 
zens equally distressed, the selling be- 
comes: torrential. Prices go down be- 
fore it.’ Their figures no longer regis- 
ter true values. Discreet citizens are 
sucked in with the indiscreet. 


Then the unstable dollar gets in its 
work. Lean prices mean a bloated dol- 
lar. That is what is the matter. The 
swollen dollar swells all debts, includ- 
ing the most conservative. While your 
back is turned your debts start grow- 
ing faster than you can pay the inter- 
est. For example, in 1925, Britain be- 
came bound to America in the sum of 
4 billion and 600 million dollars. What 
does she owe us now? Less? It ought to 
be less; for she has punctiliously kept up 
her interest payments, totalling over 
one billion, and paid besides 175 million 
on the principal, leaving 4 billion, 425 
million dollars. But no! That is true 
only in current uncorrected dollars. 
But in terms of the dollar of 1925, 
when Britain promised to pay, she owes 
us, not 4 billion and 425 million, but 
6 billion and 700 million—an actual in- 
crement in debt burden of 45 per cent, 
due to the 50 per cent and more swell- 
ing of each surreptitious dollar in her 
debt. And the American farmer is in 
the same case. In other words, every 
debtor’s burden, in terms of real goods, 
has increased. 





Deflation — 





Now we come to deflation. For 
after your distress-selling, what do you 
do? You carry the meager proceeds to 
the bank—not for deposit, but for pay- 
ment, which deflates deposits and the 
check circulation based on deposits. 
Here, then is the vicious circle of 
Debts, Distress-selling and Deflation. 

So prices deflate, profits vanish, bank- 
ruptcies spread, gloom settles, and 
finally production, trade, and employ- 
ment are cut down. All this could 
have been prevented—partly or wholly. 
But our Federal Reserve, despite its 
generally fine record, this time failed us. 
tt shut the barn door only after most 
of our horses had been stolen. 

But need the devastation go on? No, 
for there are at hand two well defined 
means of halting it. I refer to debt- 
reduction and a technical attack upon 
inflation as such. Already Mr. Hoover 
has made admirable beginnings at both 

(Continued on page 47) 
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@ by W.S. SWINGLE, director 
of the Foreign Department and 
the Foreign Credit Interchange 


Bureau of the National Associa- 
tion of Credit Men. 


At the close of the year, the survey 
of credit and collection conditions 

\y in twenty-one Latin American mar- 

kets indicates a continued decline. 
This survey is the 13th quarterly survey 
compiled from the opinions of members 
of the Foreign Credit Interchange Bu- 
reau of the National Association of 
Credit Men. 

A continued unfavorable trend in the 
markets covered is disclosed. None of 
the countries show an improved classi- 
fication, and as a matter of fact, de- 
clines in the index figure on credit con- 
ditions are shown in practically every 
case, with eighteen out of the twenty- 
one countries surveyed moving lower. 
For the first time since these surveys 
were instituted, over two years ago, 
none of the Latin American markets 
covered are classified as Good or Fairly 
Good. While in some individual cases, 
opinions of important exporters indicate 
the feeling that credit conditions in 
some markets are Good or Fairly Good, 


Credit conditions in twenty-one 
Latin-American countries scaled on 
the basis of the credit condition in- 
dex figures which express mathema- 
tically the combined opinions of in- 
dividual reports on each country. 
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survey of credit conditions 


these opinions are more than over-bal- 
anced by the general run of comments 
received. 

The lowered purchasing power, dis- 
continuance of the gold standard by 
European countries, and drastic ex- 
change control and moratoria, have had 
a further adverse effect in many of these 
markets. Basically, economic conditions 
are probably gradually reaching a 
sounder basis, with less declines in basic 
commodity prices, but the lack of 
finances and borrowing power have had 
their effect. Various defaults in invest- 
ment services have also been reflected 
in commercial transactions. 


On the favorable side, the political 
background appears to be more stable 
than for many months past, and it is 
quite possible that as the effects of 
exchange control become more appar- 
ent, additional monies will be available 
for taking care of commercial business, 
even though there seems to be no likeli- 
hood of marked improvement in ex- 
change rates in the immediate future. 

By referring to the accompanying 
chart, it will be noted that Porto Rico 
and Panama, while they are only 
in the Fair classification as far as credit 
conditions are concerned, nevertheless 
now head the list of Latin American 
countries. Argentina and Paraguay have 
shown further declines, and in the case 
of Argentina, just sufficient to bring it 
in the lower classification of Poor. 
Uruguay, Guatemala, Salvador, Costa 
Rica and Venezuela have shown declines 
and are now in the lowest classification. 
Uruguay, due to exchange conditions 
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and the moratorium, shows a consider- 
able drop. Mexico has shown some im- 
provement, and although still in a low 
classification, has nevertheless come up 
from the bottom of the list and has been 
replaced in the lowest classification by 
Bolivia. 

The collection index indicates that 
fourteen of the twenty-one countries 
show declines. As mentioned above, 
exchange control, optional moratoria, 
and difficulties of this nature, have seri- 
ously hampered collections, although 
many exporters continue to report 
Prompt or Fairly Prompt collections in 
all of the countries, but in most cases 
these are more than over-balanced by 
the reports of slow returns from out- 
standing items. 

One factor which is becoming in- 
creasingly apparent is the continued 
moral stability of the responsible Latin 
American business houses, and while 
collections may be delayed due to no 
fault of the buyer on account of eco- 
nomic conditions and exchange difficul- 
ties, which are beyond their control, 
there is no evidence of any general de- 
cline in the recognition of obligations, 
and in fact in the great majority of 
cases indications are that as conditions 
permit, obligations will be paid. 

At this time it is interesting to look 
back over the conditions existing one 
or two years ago. At the close of 1929, 
the Sth quarterly survey made at that 
time indicated that the decline in credit 
conditions had just started. The classi- 
fications given at that time were as 
follows: 


SALVADOR | URUGUAY | VENEZUELA 
300 


GOOD 


275 


250 


FAIRLY 
GOOD 


225 



































Good: Uruguay, Panama, Argentina. 
Fairly Good: Chile, Paraguay, Peru, 
Honduras, Mexico, Venezuela, Costa 
Rica, Bolivia, Salvador, Guatemala. 
Fair: Brazil, Porto Rico, Ecuador, Nica- 
ragua, Dominican Republic. Poor: 
Haiti, Cuba, Colombia. 

The re-alignment of credit conditions 
in the year 1930 reported at the close of 
that year, as indicated in the 9th quar- 
terly survey in December, 1930, showed 
that at that time none of the countries 
were classified as Good, although Uru- 
guay and Panama were Fairly Good. 
Classified as Fair were Argentina, Para- 
guay, Porto Rico, Venezuela and Chile, 
and credit conditions were reported as 
Poor in Ecuador, Salvador, Bolivia, 
Costa Rica, Argentina, Mexico, Hon- 
duras and Nicaragua. Brazil, Colombia, 
Cuba, Haiti, Dominican Republic and 


Peru had at that time reached a classi- 


fication of Very Poor. 


On the question of collections, these 
have been relatively better than general 
credit conditions might indicate. How- 
ever, in the current survey Porto Rico 
and Panama are the only countries in 
which payments are at present generally 
classified as Prompt, and by referring 
to the collection chart it will be noted 
that Haiti, Guatemala, Argentina, Para- 
guay and Costa Rica are in the Fairly 
Prompt group. Costa Rica has shown 
a considerable decline in the index. 

In looking back over the previous 
surveys to December, 1929, the collec- 
tion index indicated that Prompt pay- 
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and collections in Latin-America 


ments were reported in Uruguay, Pan- 
ama, Argentina, Paraguay, Chile, 
Mexico and Honduras. Fairly Prompt 
payments were noted in Bolivia, Brazil, 
Venezuela, Costa Rica, Peru, Guate- 
mala, Salvador, Porto Rico, Nicaragua, 
Dominican Republic and Ecuador; with 
Haiti and Cuba showing Slow pay- 
ments, and Colombia, Very Slow. 

The changes during the year of 1930 
brought about a re-classification of col- 
lection conditions, with collections clas- 
sified as Prompt from Uruguay, Pan- 
ama, Argentina, Porto Rico, Bolivia, 
and Venezuela; as Fairly Prompt from 
Chile, Ecuador, Salvador, Paraguay, 
Costa Rica, Cuba, Guatemala and 
Mexico; and Slow from Brazil, Colom- 
bia, Dominican Republic, Haiti, Hon- 
duras and Nicaragua. Peru was the only 
country in the Very Slow group. 

To readers of the Crepir AND Fi- 
NANCIAL MANAGEMENT and the Crep- 
1r MontTHLY in which the graphical 
charts have been appearing since the 
issue of February, 1930, these charts 
may now be placed together to form 
a continuous graphical record of credit 
and collection indices for the past two 
years. As a matter of fact, the chart 
in the February, 1930, issue carries the 
survey back to September, 1928. 


It may be explained for the benefit 
of those who may not have a record of 
the basis on which these surveys have 
been made, that the credit survey is 
based on reports of Good, Fair and 
Poor, compiled into percentage figures 
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of all those reporting, with the results 
indicated in the index figure, using the 
same basis as that of the previous sur- 
veys for comparative purposes. 

The index of 250 or better covers a 
percentage of not less than 60 percent 
good and 40 percent fair, with the 
classification of “good.” 

The classification of “fairly good”, 
covers the index of 250 to 225 with 
the percentage of 25 percent good, 75 
percent fair. 

Between the index figures of 225 and 
200, the classification is “fair”, with 
a minimum of 100 percent fair. 

For the classification of “poor”, the 
index figure is 200 to 175 with a low 
percentage of 75 percent fair, 25 per- 
cent poor. 

Below this, the classification is 
poor.” 

In graphing collection conditions, the 
index of 50 percent prompt or fairly 
prompt has been taken as the mean for 
comparison. An index better than 50 
percent prompt or fairly prompt ap- 
pears above the mean line in the graph, 
while a less favorable index runs down- 
ward from the mean position. 


“very 


Collection conditions in twenty- 
one Latin-American countries at 
five different periods. The scale 
numbers are based on the percent- 
age of reports of prompt collecions 
for each country during each sur- 
vey. 











Third in the series of arti- 
cles on credit calculus 


by HARRY G. ROMIG, 


research statistician. 


Statistics’ 


When a new account asks for 
credit, the credit manager is con- 

\y fronted with the question whether 
any credit should be given or what 
should be the limit placed on the 
amount of credit. Naturally the cus- 
tomer will attempt to place himself in 
the most favorable light and the refer- 
ences which he may give will be those 
who will give a favorable report. Such 
credit is more or less of a personal na- 
ture and depends on the integrity of the 
individual asking for the credit. There 
is a type of credit which may be placed 
on a truly scientific basis so that very 
little guesswork or judgment enters 
into the decision concerning the giving 


of credit. 


When a business which has been op- 
erating for some time asks for credit, 
it may present a balance sheet, the re- 
port of some bank on its financial con- 
dition or some similar information. 
With this bit of information, the credit 
manager is supposed to determine ex- 
actly how much credit shall be allowed. 
He is to decide whether such a business 
will be a chronic slow-pay customer or 
one which liquidates its debts on or be- 


CREDIT and FINANCIAL MANAGEMENT .... JANUARY, 


fore they are due. These decisions must 
be made by an examination of the con- 
dition of the business at the current 
period. Some historical information 
may be available, but often there is 
only one report upon which the firm 
is rated. Naturally the firm will try 
and present the most favorable impres- 
sion possible, so that such a financial 
statement will be the best statement 
which can be derived from the avail- 


able data. 


It seems desirable to give the credit 
manager more information upon which 
to rate each business which applies for 
credit. If the credit manager desires 
to make an unbiased report of each 
firm, he should request each firm to 
prepare tabular or graphical information 
concerning the most important phases 
of the firm’s business activities. These 
should cover, if possible, information 
for the past five years. These charts 
should give the monthly average and 
standard deviation values, together with 
limit lines based on three times the 
standard deviation placed about the ex- 
pected level for each item of the busi- 
ness, or at least average, maximum and 
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aid in credit analysis 


minimum values for each item under 
consideration. Where doubt exists con- 
cerning any values, the individual re- 
sults upon which the average values 
are determined should be tabulated. 
The method of computing averages and 
standard deviations has been given in 
previous articles, as well as how to de- 
termine the range within which 0.9973 
of the observed results are expected to 
fall, if the universe from which the re- 
sults are obtained is a Normal Law uni- 
verse. If this latter condition is not 
met and the distribution is quite dis- 
torted, we know that the probability 
value of 0.9973 will not fall below 
0.90. 


If each item is well controlled, both 
for the average values and the stand- 
ard deviation values, there is no ques- 
tion concerning the giving of credit 
and the applicant will probably be con- 
sidered a Class A risk. By control, we 
mean that all the observed results must 
fall within the limit lines obtained by 
adding and subtracting respectively 
three times the standard deviation for 
averages and the standard deviation for 
standard deviations from the expected 
values for the average and standard de- 
viation. The trend curve will tell what 





























amount of credit has been required in 
the past and what the immediate needs 
are. 

It has been suggested that no credit 
will eventually be allowed to any firm 
which has not maintained control over 
the important items in its business. 
This seems rather a drastic rule, but at 
least it has merit, since it will not keep 
a lot of firms in a half-solvent state 
when they should close their doors or 
adopt a new business policy. Under 
these conditions, since each item is con- 
trolled, we can state rigorously that the 
future of such a firm can be accurately 
forecast. If the business is steadily in- 
creasing, credit relations should be ar- 
ranged so that at regular intervals more 
credit may be obtained, whereas if the 
business is static or decreasing, quite 
different credit arrangements should be 
made. 

If some of the averages and standard 
deviations are not within their respec- 
tive limit lines it is necessary to deter- 
mine what caused each item that is 
outside the desired range to be abnor- 
mal. If the cause can be found and 
eliminated, the item in question soon 
will be controlled. If an overall picture 
is desired for comparison between two 
firms in the same class of industry, who 
do not have all their values within the 
desired range, an overall index in terms 
of t can be determined as outlined in 
a previous article, “Progress Evalua- 
tion.” If the firms submit data which 
are almost identical in form, it may be 
desirable to establish a common level 
for each firm to use in preparing their 
report. Thus the t Index finally ob- 
tained gives values which enable the 
comparison desired to be made. 


So far we have mentioned only the tangible items which can be 
measured in terms of numbers. There are many other factors which 
enter when the question of credit arises. How long has the firm been 
doing business? What has been his rating with respect to credit with 
other firms. Why is he asking for credit at the present time? Many 
times a firm changes from one concern to another because of the na- 
ture of the collection procedure used by the firm from which he has 
been buying. He wishes a more liberal credit policy. When he is 
having trouble collecting from slow customers, he in turn wishes a 
little leeway before extreme demands are made on him to pay his 
bills. This is particularly the case with a firm which works on a 
narrow margin of profit and must make a large number of turnovers 
during a year in order to make any profit. Thus it is clear that the 
nature of the business itself needs careful consideration. All these 
factors may be converted to numbers by the proper selection of 
weights and indices thus making it possible to give a credit rating 
to each applicant. 

Let us consider how we would rate a particular firm so that we may 
gain some idea how to determine weights and indices for the various 


items in question. Firm A has been in business for 20 years and presents 


monthly balance sheets covering the past five years. The data which is sub- 
mitted may be arranged as follows: 


Month 
1926 


Jan. 
Feb. 
Mar. 
Apr. 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 


Average 
Std. Dev. 


1927 
Jan. 
Feb. 
Mar. 
Apr. 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 


Average 


Std. Dev. 





ASSETS 
(Thousands of Dollars) 
Accounts Deferred 
Cash Investments Receivable Inventory Property Charges 
801 1,470 1,715 — 613 3,510 355 
655 3523 1,823 642 3,700 321 
898 1,863 1,947 695 3,700 419 
586 1,342 2,106 782 3,220 536 
721 987 1,934 657 3,470 485 
459 1,056 1,720 541 3,300 427 
650 1,244 1,679 425 3,625 372 
783 1,379 1,852 578 3,535 104 
928 1,319 1,946 416 3,310 342 
1,057 1,196 1,795 492 3,754 247 
864 1,785 1,958 956 3,530 270 
718 1,638 2,325 ~ 403 3,846 922 
760 1,400 1,900 600 3,600 400 
157 259 175 156 186 191 
782 1,527 2,057 519 3,932 857 
857 1,403 1,985 593 3,768 764 
941 1,638 1,832 642 ; 4,520 os5 
823 1,215 1,756 725 4,075 886 
711 846 1,924 837 4,280 742 
633 1,055 1,641 791 3,965 657 
546 ES22 1,332 864 4,154 529 
428 L557 1,788 750 4,300 683 
575 1731 1,902 826 4,286 820 
687 1,053 2,482 778 4,320 901 
719 1,224 2,318 860 4,230 855 
698 1,669 2,536 935 4,370 975 
700 1,350 1,980 760 4,150 800 
136 267 304 117 177 124 


(Continued on page 35) 
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Second in the series of articles 
on the weight of the human fac- 
tor in basic economic equations 

by DAVID A. WEIR, 
Assistant Executive Manager, 
N. A. C. M. 





Director of the United States 
Budget Bureau, I heard him tell the 
story of a friend who came to his 
office and said: “General Lord, you 
know that we have three children at 
our house and I am hoping that we will 
not have any more.” General Lord re- 
plied: “I am surprised to hear you make 
such a statement. I always thought you 
liked children.” “I do,” said the friend, 
“but I have been reading some of these 
government statistics. According to the 
figures every fourth child born in the 
World is a Chinaman and I’m not taking 
any chances.” 
Of course this little story is too ab- 
surd to be exactly truthful; but. con- 
clusions almost equally absurd are drawn 


FY Dis the late General Lord was 
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at times because of unquestioning belief 
of the statement that “figures don’t lie.” 
Sometimes liars do figure. More fre- 
quently the figures are made to lie be- 
cause of improper interpretation on the 
part of the user of them. 

The good business man will refuse to 
take a financial statement at face value 
without taking into consideration the 
honesty and ability of the one who pre- 
pared the statement; but the same busi- 
ness man will often swallow in their en- 
tirety statistics put out by those who 
are propagandists seeking to prove cer- 
tain points for selfish purposes. It is 
self-evident that no more confidence can 
be placed in figures than can be prop- 
erly bestowed upon the ones preparing 
them. 

Even if we assume that the one pre- 
paring statistics is competent and that 
he has no ulterior motive in view, fig- 
ures are valueless unless they are prop- 
erly related to other figures and unless 
the one using them is competent to in- 
terpret them correctly. They are instru- 
ments to be used, not deities to be wor- 
shiped; and yet we often seem to bow 
supinely before His Majesty, the “Table 
of Statistics.” The clincher in many ar- 
guments has been “I have figures to 
prove what I say.” Statistics, like segre- 
gated passages taken from the Bible, can 
be found to prove almost anything that 
the user of them hopes to prove. 

Some years ago, a writer in one of our 
magazines tried to show that co-educa- 
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tion in our colleges and universities does 
not result in the introduction of women 
to posts of influence in the world of 
affairs. ““Why,” he said, “in one institu- 
tion which has experimented recently 
with co-education, fifty per cent of the 
girls who graduated in one year married 
members of the faculty.” The writer 
neglected to state, however, that the 
year mentioned was the first year of the 
co-educational policy and that there 
were exactly two girl graduates. 

So far as business is concerned, one 
of the most harmful misuses of statistics 
has occurred in connection with figures 
on production. All too frequently these 
have been set up as absolute indices of 
the prosperity of the country. Fortu- 
nately we are learning the fallacy of 
that line of reasoning. Whether the 
lesson learned will “stay put” after we 
have emerged from business depression 
is a question. 

During a time of inflated prosperity, 
production figures are looked upon as 
criterions of business increase. When 
properly related to other factors, such 
a conclusion is justified. It should be ap- 
parent, however, that the production of 
1,000,000 or 10,000,000 automobiles 
per year or per week can never bring 
prosperity. Such figures have often been 
a factor in leading us into an orgy of 
inflated credits, inflated inventories and 
inflated plant expansion because of the 
arousal of irrational optimism based 
upon incomplete facts. All too well we 
know just now what happens when the 
bubble of inflation bursts. Production 
figures are not an indicator of progress 
unless they are coupled with comparable 
figures on purchasing power, consump- 
tion and probable future demand. Prop- 
erly used, figures on production during 
a boom period may often serve as red 
lights, warning us to guard against the 
excesses which lead ultimately to col- 
lapse and depression. 

In the field of distribution, sales vol- 
ume figures are equally guilty of dis- 
torting our picture of economic condi- 
tions. Many businesses have failed be- 
cause the executives followed a policy of 
measuring progress by the yard stick of 
greater sales volume. 

In the first place, sales volume means 
nothing unless it is taken in conjunc- 































































do lie 


tion with changes in the purchasing 
power of money. In the second place, 
sales volume increase is grossly mislead- 
ing unless there is an advance either in 
present or potential net profits. It is 
trite to reiterate that net profits alone 
provide the wherewithal for the pur- 
chase of commodities. But trite though 
it may be, we still find literally thou- 
sands of those engaged in business but- 
ting their heads against the stone wall 
of “profitless prosperity” —and then 
wondering why their heads hurt. 

Several years ago I operated the busi- 
ness of a manufacturing concern under 
Court Order, until such time as reor- 
ganization or a liquidation could take 
place. The man who had been head of 
the business could not understand then, 
and probably cannot understand today, 
why it was necessary that the business 
be liquidated. He had figures to prove 
that the product, manufactured for sale 
at a list price of $400, cost only $120 
to produce. As a matter of fact, due to 
abnormally high sales cost, trade-in al- 
lowances, excessive credit losses and 
other unfavorable factors, every ma- 
chine produced put the company an ad- 
ditional $20 in the “red.” From my own 
observation of and experience in the 
handling of other businesses under sim- 
ilar conditions, I am convinced that 
there are many business executives who 
use their figures no more accurately or 
completely or wisely than did this par- 
ticular individual. Some are production- 
minded and can see production as the 
only important factor. Others are sales- 
minded and do not dig deeper than the 
sales figures. In either case, a distorted 
picture is given which ultimately leads 
to failure. 

During 1930 and at least a part of 
1931, we were somewhat over-fed with 
assurances of an early return of pros- 
perity. Many times these predictions 
were prefaced with the statement that 
the country is “basically sound,” for 
two reasons. First, “There is just as 
much money in the country as ever.” 
Second, “‘There is just as much wealth 
in the country as ever.” In both cases 
it was easy to provide statistics to prove 
the truth of the statements made. 

It does not require any very profound 
reasoning to see the fallacy of assuming 





that the country is basically sound 
merely because there has been no de- 
crease in the amount of money. If the 
so-called money is merely inflated cur- 
rency without a sound basis for its issue, 
it is evident that the amount of such 
pseudo money has little relation to pros- 


perous conditions. The experience of 
various European countries with such 
inflation in recent years once again 
taught us that the amount of the me- 
dium of exchange in circulation is of 
little or no importance unless the pur- 
chasing power of the medium is taken 
into account. 

In our country, however, the condi- 
tion was a different one in as much as 
we had an abundance of gold and little 
or no dangerous currency inflation. 
Even under these conditions the amount 
of money is only a part of the picture. 
The other part, which cannot be ig- 
nored if we are thinking in terms of 
good business conditions, is the distribu- 
tion of that money. 

There is, of course, more truth in the 
supposition that the amount of wealth 
within a country may be taken as an 


“bad medi- 
cine” unless 
properly ad- 
ministered 


and assimi- 
lated 


indication of basic soundness. How- 
ever, whether we are discussing the 
amount of money or the amount of 
wealth, a very simple illustration will 
suffice to show that the mere existence 
of either or both is not a strong enough 
foundation for business progress. If you 
are thinking of opening a store in one 
of two communities and figures show 
that in each community the total wealth 
of the inhabitants amounts to a million 
dollars, you might assume from this that 
each community would represent an 
equal opportunity for sales. If you find, 
however, that in one community there 
are 10 people with $100,000 each and 
in the other 1,000 people with $1,000 
each, you will be more likely to choose 
the latter, feeling that the opportunity 
for sales there will be greater. 

This little illustration, when expanded 
to take in business throughout the coun- 
try, illustrates the fallacy of building 
too strongly upon the assumption that 
since there is no decrease in wealth there 
is no basically unsound condition. The 
distribution of the money or the wealth 

(Continued on page 43) 
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The recent sharp rise in the price 
of wheat, when both cash and fu- 
Mi ture quotations gained nearly 50 

per cent in 30 days, gives striking 
illustration of the extraordinarily close 
relationship which has developed be- 
tween commodity prices, world com- 
merce and international credits. The 
perfection of communication systems 
and the growth of business dealings be- 
tween all the civilized nations of the 
globe have created a condition where 
all are more or less affected by the same 
things. 

Wheat prices in the early days of 
October stood at the lowest level of 
more than half a century. Other com- 
modity prices were similarly depressed, 
world trade was at a low ebb and busi- 
ness and credit conditions were in the 
depths of depression. But within 30 
days rising wheat prices had injected a 
note of hope into the entire situation 
and the general effect is startling. 

The first result of a month of ris- 
‘ing wheat prices, of course, was to add 
scmething more than an average of 
$10,000,000 a day to the purchasing 
power of wheat owners, divided be- 
tween farmers still holding the greater 
share of the current crop and other 
agencies holding not only the balance 
of this year’s production but a sizeable 
carry-over from previous seasons. Added 
purchasing power in some direction was 
what the world had been looking for 
and with the suggestion of greater mar- 
kets for all commodities other commod- 
ity prices fell in step and began to rise 
also. 
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By ALLARD SMITH, 
Executive Vice President, 


Union Trust Company, 
Cleveland, Ohio 


From a world trade standpoint the 
most significant advance was that of 
bar silver, which had been at extremely 
low levels up to mid-summer. Cheap- 
ened by demonetization in India it was 
doubtless helped on the upward path 












when Great Britain foresook the gold 
standard for the time being, and its 
rise was accentuated by the improved 
tone in other commodities and the hope 
engendered that the world might be 
going back to work. Rising silver val- 
ues immensely increased the purchas- 
ing power of India and China, leading 
possessors of that metal, and offered a 
promise of improved world trade. 


How these developments in the com- 
modity market affect credits is easily 
traceable. The transactions of the 
bond market for the first week of No- 
vember, for instance, showed increases 
throughout practically the entire list. 
Significant is the fact that the greatest 
increases are shown in the prices of 
bonds of minor South American and 
European countries. These bonds, in 
the great world depression, had been 
quoted at but a fraction of their par 
values, because under depression con- 
ditions there did not seem any prospect 
of world trade which would permit 
those countries to even pay interest on 
their obligations. Rising commodity 
prices reflected favorably on their pros- 
pects and immediate rises in the quota- 
tions on their bonds were registered. 

Land bank bonds also showed great 
improvement. These bonds, based on 
farm land mortgages principally, seemed 
to have little value with wheat quoted 
at 45 cents in Chicago, which meant 
likely not more than 20 cents at south- 
western elevators. But the rise which 
was less than 50 per cent in 30 days 
on the Chicago market was about 100 
per cent at the elevators where the 
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scuthwestern farmers have to sell their 
wheat. The farmer has the reputation 
of wanting to get rid of his mortgage 
obligations more quickly than the city 
man. When the farmer has the money 
he is anxious to pay off his mortgages 
and his improved financial status was 
reflected immediately in the prices of 


land bank bonds. 


The improved bond market, starting 
with the suggestion of President Hoover 
for a central agency for rediscounting 
securities not acceptable to the Federal 
Reserve Bank and accentuated by the 
improvement in commodity prices and 
the more cheerful tone produced in all 
business circles, is the index of improve- 
ment in credit conditions, and that 
means of conditions in trade and in- 
dustry generally, because credit is the 
basis on which all business of today is 
transacted. 


Because that is true we find in un- 
balanced credit conditions one imme- 
diate cause for the depression from 
which we have been suffering the past 
two years. During several years pre- 
ceding 1929 the volume of credit ex- 
tended to various foreign countries had 
been great. During 1928 and 1929, 
however, a great progressive increase in 
manufacturing and a gigantic specula- 
tive movement in securities enlisted 
public participation, with the result 
that money which had been loaned on 
the obligations of various countries be- 
gan to go into domestic channels. 


This had two marked effects. For- 
eign trade began to be affected, partly 
because foreign countries cut down their 
purchases on account of their inability 
to obtain the credit which they had been 
enjoying and partly because what trade 
they were able to give they bestowed on 
those countries which were willing to 
continue to extend credit to them. The 
other effect was to build up the gold 
reserves of this country to an unprece- 
dented point, because as the obligations 
of foreign countries were paid in gold 
renewal loans were decreased or not 
made at all. 


A somewhat similar situation was 
brought about within our own country. 
Industrial expansion brought a fever of 
investment and speculation and credits 
which should have been extended to 
normal business operations began to be 
restricted because of the higher inter- 
est rates which the speculative markets 
were able to pay. 


When the speculative bubble burst 
in the fall of 1929, depression condi- 
tions increased the maladjustment of 
credits. Bond prices sank to low levels, 


depreciating the values of bonds held 
by banks. In order to maintain their 
liquid condition banks have been com- 
pelled to restrict credit for ordinary 
industrial and commercial uses and at 
the same time frequently to dispose of 
their bond holdings, which naturally 
had a further depressing effect on bond 
prices. An unfortunate feature of the 
situation has been that banks, faced 
with the necessity of selling bonds to 
maintain cash reserves, have frequently 
chosen to sell government and other 
conservative issues rather than to take 
the greater loss on higher yield securi- 
ties. Some which have found them- 
selves with disproportionately large 
holdings of bonds for which there was 
little or no immediate market, have 
been compelled to suspend. 


As the country emerges from the de- 
pression the processes which brought 
the trouble to a climax are reversed. 
Rising bond prices free the financial in- 
stitutions from the need for conserving 
credits and the resulting encouragement 
to trade and industry gets credit back 
into balance, stimulates production and, 
production bringing about re-employ- 
ment, stimulates consumption. 

Recent months have brought a con- 
siderable readjustment of international 
credits and the United States stands in 
such position now that she may, if she 
will, take the banking leadership of the 
world, which has long been in the 
hands of Great Britain. This is be- 
cause this country has demonstrated a 
financial strength not possessed by any 
other country in the world. 


When conditions compelled England 
to forsake at least temporarily the gold 
standard the eyes of commercial and 
financial leaders all over the world 
turned to France and the United States, 
because of their possession of such an 
overwhelming portion of the monetary 
gold supply of the world. The fact 
that our gold reserves were larger than 
at any time in world history was in it- 
self evidence of the confidence reposed 
in this country by other nations. Doubt- 
less no inconsiderable share of that great 
gold reserve was the result of foreign 
nations wanting their cash where they 
felt it would be safe, and the amounts 
increased largely after Great Britain 
took her gold action. 

Withdrawals of gold which com- 
menced in staggering volume in Septem- 
ber and continued at an unprecedented 
rate for a matter of some six or seven 
weeks furnished a demonstration of the 
strength of the American position. The 
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country was like a large bank, on which 
some idle rumor starts a run, but which 
continues calmly to pay out on every 
demand until the run dies of its own 
weight. Every demand for the with- 
drawal of gold, or for its ear-marking 
to denote foreign ownership, was met 
as a part of the day’s business and after 
a few weeks, when exports broke all 
records in history, the demands began 
to lessen without any extraordinary 
measures having been taken because 
none were necessary. America had 
demonstrated her ability to be the 
world’s banker, whether she cared to 
make any effort to assume that posi- 
tion or not. 

It is of course easy to trace the in- 
fluence of international credit on such 
matters as our gold reserve or the quo- 
tations on foreign bonds. Sometimes 
it is not quite so easy to recognize the 
world complications which affect the 
prices of the things we ordinarily buy. 
A few months ago I was in one of our 
large department stores and my eye fell 
on a beautiful Chinese rug. Somewhat 
to my surprise I found that the price 
tag on it named a figure which was 
only about half what I knew the ordi- 
nary price to be. On inquiry I found 
that it -was not an imitation, but that 
the price reflected the increased buy- 
ing power of American gold standard 
currency in China, whose monetary 
standards were based on silver, then 
sadly depreciated. 

World commerce and world credits 
are so Closely associated that one can- 
not suffer without the other being af- 
fected. When the credit of one of the 
nations falters we may be able to buy 
their goods at a less price in our cur- 
rency but at the same time they are 
unable to buy our goods because pur- 
chases take so much more of theirs. 
England discarded the gold standard 
for a time as a mild measure of infla- 
tion and immediately the effect was 
seen in their increasing export trade 
which set in motion a certain degree of 
industrial revival. 

The rigid adherence of the United 
States, Canada and France to the gold 
standard will help to stabilize the cur- 
rencies of the world, because it will give 
an undeviating standard by which inter- 
national transactions may be measured. 
And the returning confidence beginning 
to be apparent in the United States will 
help set in motion a revival of trade 
throughout the world. 
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checks 


of the check may be provided with the 
printed matter to warn all persons that 
the endorsement of the payee must agree 
with the facsimile. 


By means of this invention not only 
can a payroll be quickly and easily pre- 
pared, but the commission of such 
frauds as “padding” is effectively pre- 
vented. This fraud consists usually in 
the placing upon a payroll of names of 
individuals who are not employed and 
not entitled to receive a payment as an 
employee. In case the payroll is dis- 
bursed by means of ordinary checks 
written in the usual manner, the person 
committing the fraud receives the 
checks, endorses them with the name of 
the payee, and then cashes or negotiates 
them in the usual manner. 


Such procedure is impossible when the 
payroll is disbursed by means of the 
present invention because each check 
bears the facsimile of the signature of 
an actual employee and will not be paid 
by the drawee unless endorsed by that 
person. If through fraud the payroll 
should be padded by means of false 
stencils so that fraudulent checks are is- 
sued, each of such checks would have 
to be endorsed by the person who made 
the corresponding stencil or else a 
forged endorsement made. In either 
tase the drawer of the check would, 
upon return to him of his cancelled 
checks, have written evidence of fraud. 
Furthermore, the knowledge that writ- 
ten records of the fraud would exist in 
the form of false stencils, and cancelled 
checks bearing facsimile signatures of 
payees and corresponding endorsements, 
would act as a strong deterrent against 
such fraud, together with the fact that 
the same acts of fraud would have to 
be committed with each payroll in order 
to continue to carry on the fraud. 


We are informed that New York 
bankers, lawyers and many business 
houses are thinking of adopting the 
Secord plan, and it may not be long be- 
fore the facsimile check will be com- 
monly used throughout the world, all 
in the interest of better business, safety 
and luxury. 


That is the prediction of many lead- 
ers of industry. 
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This detailed diagram of new method of payroll check writing demonstrates fully the 
principle of second invention as introduced in New York recently. Figure 1 is a 
perspective view of stencil bearing the signature of a given person. Figure 2 is a side 
elevation partly in section showing a stencil and check blank and means for printing 
upon the check blank a facsimile of the signature upon the stencil. Figure 3 is a plan 
view showing the face of the check after the printing of the facsimile. Figure 4 is a 
perspective view showing how the check may be folded for comparison of endorsement 
of payee with facsimile. Signature of each employee is obtained upon a stencil (10), 
comprising a stencil sheet (11) and a frame or holder (12). The writing forms a porous 
line (13), permitting passage of ink. Printed matter on usual form of check indicated 
by Figure 20, and space (19) indicated to receive name of payee. This space is prefer- 
ably arranged to the right of the point a, Figure 3, so that when check is forwarded 
along the line ab, and endorsement (18), in the usual position on back of check, may 
be readily compared with payee’s name upon face of check. The ends of line ab may be 
printed upon check. If desired, space (19) may be provided with printed matter warning 
all that endorsement of payee must agree with writing therein. In writing checks, each 
check blank (14) is spaced in contact with stencil (10) and ink is applied in such manner 
as to pass through stencil sheet, forming upon check blank within space (19) a facsimile 
(15) of lines or signature (13) previously traced or formed upon stencil. Duplication 
stencil lines (13) may be readily performed by means of co-operating ink roller (16) and 
supporting roller (17) by a suitable mechanism. Means are provided for feeding super- 
posed stencil and check blanks in and out of operative relation to roller (16), (17). 








































































































































































































Daniel F. Secord, Treasurer of Rex 

Cole, Inc., New York City, has in- 

Mi troduced an effective and simple 

means of check identification and 

handling, which we are presenting for 

the information of CREDIT AND FINAN- 
CIAL MANAGEMENT readers. 

Mr. Secord’s invention enables the 
honest employee to negotiate his pay 
check even where he is unknown. The 
bank and client alike, says Mr. Secord, 
are afforded a greater protection than 
ever before. One of the unique fea- 
tures of this check is that the name of 
the payee is not handwritten nor type- 
written, but is actually a facsimile of 
the payee’s signature. 

This reproduction of the signature 
works much after the fashion of the 
Travelers’ Check, but goes a step fur- 
ther with a precaution which is revolu- 
tionary. In the case of the Travelers’ 
Check, the signature written at the time 








Identification 


& New form not only aids in establishing the 





employee's identity but serves as a further 
check on fraud through pay-roll ” padding” 


of purchase by the payee must be re- 
produced on the face of the check in the 
presence of a paying teller. This ordi- 
narily would establish his identity by 
comparison with the original signature 
made at the time of purchase. 

Under the new plan the payee must 
reproduce his signature on the back of 
the check as endorsement, without a 
model to follow. This carries the “‘fool- 
proof” idea to the ultimate, and greatly 
simplifies the problem of identification. 

Mr. Secord points out that his method 
may, if desired, be employed for the pro- 
tection of holders of non-negotiable in- 
struments, such as stock certificates, 
and so forth. 

In practising the invention for the 
writing of checks, to cover, for example 
the disbursements of a payroll, the pro- 


The facsimile signature 
superimposed upon face of 
payroll check. (left) 


Endorsement on back of 
check corresponding with 
stenciled reproduction, im- 
mediately establishes iden- 
tity of payee. (below) 





cedure is as follows: 

The signature of each employee is ob- 
tained upon a stencil, of such material 
that when the stencil sheet is written 
upon by a stylus of metal or other suit- 
able material, the writing forms a porous 
line which permits passage of ink 
through the ‘stencil sheet, whereas such 
passage does not take place at other parts 
of the sheet. 


This signature is preferably obtained 
at the time the employee is hired and 
his name is placed upon the payroll, al- 
though obviously, a stencil may at any 
time be prepared as occasion warrants. 
In this manner, the drawer of checks 
obtains a set of stencils bearing the sig- 
nature of each person upon the payroll, 
each stencil bearing a simple signature. 
The collection of stencil sheets thus ob- 
tained is preferably maintained in in- 
dexed relation as regards the names 
signed. 

On check blank bearing printed mat- 
ter of the usual character, a space is 
suitably indicated to receive the name 
of the payee. When endorsement is 
made by the payee, a facsimile and a 
fresh endorsement may be readily com- 
pared. If desired, a space upon the face 
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in the present parlous times has been a 
much easier accomplishment than in the 
days when copper was being produced 
by everyone and being sold with fine 
profit at twenty cents the pound. Since 
50 per cent. of the world’s copper is 
produced and consumed in these United 
States, two important year-end con- 
ferences have been held here in the late 
months of 1930 and 1931. The first re- 
sulted in an agreement whereby the cop- 
per companies were to cut production 
by one-third. The copper production of 
1930 amounted to almost 1,500,000 
short tons of which the United States 
contributed over 800,000. 

But the 1930 agreement did not do 
all its exponents hoped it would do. In- 
stead of bettering things, it showed little 
if any results of a tangible and financial 
nature. Monthly the copper stocks above 
ground grew bigger until it seemed that 
it would be less costly to put the copper 
back in the mines than pay storage on 
the vast amount of unused copper filling 
the storehouses of the world. 

At present the world is using almost 
85,000 tons a month, which totals over 
1,000,000 tons a year. Late in the past 
November a second world conference 
met in New York and a fifty per cent. 
reduction was advocated. If it had 
passed those who were in on the agree- 
ment would have cut their production 
down to some 55,000 tons a month and 
this, added to over 25,000 a month 
from small, independent producers not 
touched by the agreement, would have 
brought production on an equality with 
present demand. With prices at lowest 
levels in history and demand at pre-war 
proportions, many came to the con- 





ference but few came to a unanimous 
agreement. 

Off-hand judgment of this unwilling- 
ness to enter almost any kind of agree- 
ment is dangerous. There are strong, 
vital factors behind the decisions of the 
companies who wish to keep on pro- 
ducing at a higher average than some 
others deem essential to the welfare of 
the industry as a whole. The rich 
African properties, for example, are on 
the threshold of large production after 
several years of development and, there- 
fore, the men behind these companies 
are anxious to get the return on their 
capital investment as soon as possible. 

But the foreign producers are not ob- 
livious that half or more than half of 
the production is consumed in this 
country and will be for many years to 
come. Accordingly, if the companies 
abroad do not show a reasonable willing- 
ness to conform to the wishes of Amer- 
ican producers, the threat of an Amer- 
ican tariff can be a potent weapon in 
forcing some degree of acquiescence, for 
such a tariff would reserve the American 
market for the American product to the 
detriment of producers abroad and the 
advantage of Uncle Sam’s producing 
corporations. 

Many schemes have been devised to 
help the patient—copper. They range 
from suggestions for a total and abso- 
lute shutdown for a year to the curbs of 
25 and 50 per cent. of which we have 
already heard. Total shutdown is not 
without precedent. In 1921 post-war 
deflation and interrupted business caused 
a complete closing of plants and mines 
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“From 21c to 7c 

. in the lingo 
of the race 
track, copper 
has come a crop- 
per”. Price of 
electrolytic cop- 
per in New 
York F.O.B. re- 
finery, charted 
by National In- 
dustrial Confer- 
ence Board, 
1923 price—100 
Dashed line = 
years 1929-30 
and 1931. Solid 
line = years 

1920-21-22. 


for nine months to the seeming advan- 
tage of the industry. 

Curtailment of production is claimed, 
however, to be a painful procedure by 
copper men, because producers can op- 
erate more cheaply and efficiently at or 
near capacity than at a small fraction 
of capacity. 

Strong argument is advanced by the 
opponents of the back-to-normalcy ideas 
generated by harassed producers. Brazil 
and its failure in stabilizing coffee, the 
flop of the Stevenson rubber plan, the 
poor results gained by the Federal Farm 
Board in its wheat and cotton stabiliza- 
tion efforts are all cited as examples of 
the impossibility of artificially pro- 
moting prosperity. 

But stronger than any of these is the 
counter threat of an American tariff and 
it seemingly is winning over the oppo- 
sition. In December the Belgian in- 
terests, which control the Katanga 
group, intimated that they would fall in 
line with the plans of the American pro- 
ducers made at the November, 1931, 
conference. 

The chief obstacle to the conclusion 
of an agreement among world copper 
producers for further sharp curtailment 
of output appeared to have been re- 
moved with the report from London 
that Belgian interests operating the Ka- 
tanga mines in Africa had accepted pro- 
posals made to them in New York. 

Although the willingness of Katanga 
to accept the proposals apparently 
opened the way for adoption of the cur- 
tailment plan, much remained to be 

(Continued on page 44) 
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Third of the series of 
basic commodity studies 


by GILBERT PARKER HAYES 


man progress. It brought early man 

out of the Stone Age and led him 

into the Bronze Age. Today it 
forms one of the bases of the industrial 
foundation of the world. Everytime you 
telephone or telegraph, copper wires 
carry your message. Everytime you 
make change and handle a cent or nickel 
coin you are making use of copper for 
the American cent is 95 per cent. cop- 
per and the nickel contains 75 per cent. 
of this red-brown metal. 

The copper industry is one of the 
important factors of modern industry 
and until the last decade it was essen- 
tially an American enterprise, both as 
to development and control. Copper’s 
special properties make it a vital part in 
the key industries upon which the main- 
tenance and progress of civilization de- 
pends. It is less often used as an indi- 
vidual metal than as a partner in some 
other industry, being of essential use to 
electrical manufacturers, telephone, tele- 
graph, power and light lines, wire prod- 
ucts, automobiles, building, casting, and 
a dozen others. 

No industry has better statistics or is 
more reliably informed. No industry of 
world-wide scope and importance has so 
few companies interested in its proce- 
dure. Eliminate those whose output is 
less than 1,000,000 pounds a month and 
the total number of American operators 
is approximately twenty. About thirty 
more are outside our borders. The per- 
centage of total production ranges from 
a maximum of around 22 per cent. con- 
trolied by one group to less than one- 


= ea is linked closely with hu- 
wv 
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Copper comes 








@ The new curtailment program, ratified 
late in December, will bring to an end 
the production race which saw copper 
piling up while prices fell to new lows 


half of one per cent. (Oh! where did 
you hear that formula before?) by the 
individual members of the smallest 
units. 

And yet with the seemingly ines- 
capable advantages of few companies 
and fulsome, accurate statistics there is 
trouble in the copper industry for cop- 
per has taken a nose-dive, or as the lingo 
of the race track might phrase it—cop- 
per has come a cropper. 

The race track is an apt allusion, in- 
deed! For the past few years each sec- 
tion of the producing world and each 
company in that section had been racing 
to out-produce the next one. Came the 
depression. Copper fell in demand and 
use. And the producers found out that 
they had been racing around a circle. 
They are worse off now than they have 
ever been for they have wearied and 
weakened themselves in their mad race 
and now, when they would stop, their 
accumulated impetus and habits of past 
years keep them going on and on—pro- 
ducing and producing more and more 
copper while visible stocks pile ip and 
up and one meeting after another, 
one plan of curtailment after another 
falls into discard and brings added dis- 
cord. 

Price, often, brings out comparative 
situations. Let us see what the price 
situation is. From the late months of 
1927 through the first three months of 
1929, copper prices rose in an ever 
steeper trend from 13 cents to 21 cents. 
In March, 1929, prices fell and by the 
end of April they were down to 18 
cents, at which level they were arbi- 
trarily fixed for almost a year. And 
then the deluge! Within a six months 
period copper was worth 10 cents a 
pound and during this past year the 
downward trend, less drastic but none 
the less downward, has swept the price 
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a cropper 


level to approximately 7 cents early in 
December. For such a fall there must 
be a reason. There is. 

Increased prices in 1928 and 1929 
brought more producers into the field. 
A commodity that had been primarily 
an American affair for many years sud- 
denly found itself to be the cause of 
efforts, in a mining way, by South 
Americans, Canadians, Chinamen, Jap- 
anese, and African negroes—these latter 
under the direction of British capital 
and Belgian auspices. And very sud- 
denly there was, and still is, more 
copper on hand than the world can use 
in many months and more on the way 
each day. 


Since 1925 producers in North and 
South America have been watching the 
African production rise. In 1925 Afri- 
can copper production amounted to 
some 90,000 tons a month. In 1930 it 
had almost doubled to reach 160,000 
tons every thirty days. Leading the 
African mines is the Katanga group. 
Cheap labor and cheap mining costs 
make African copper a dominant factor 
for with Bantu boys excavating copper 
in the open-cut mines at a wage rate of 
$5.00 a month, Katanga can send cop- 
per to the United States at 7 cents a 
pound. That, any American producer 
will tell you, is a figure ruinous to most 
other producers. 

Katanga, of course, is fortunate in 
having copper near the surface. It costs 
little time, effort or money to find the 
ore—an airplane can locate it—whereas 
other producers must mine it from the 
depths at great expense after paying en- 
gineers vast sums to locate it and re- 
ward their laborers at wages much 
higher than a mere $5.00 a month. Yet, 
if African copper were only a matter of 
a few years it would be wise counsel 
for others to hang on, but the growing 
importance of African copper is em- 
phasized when we learn that 28 per cent. 
of the world’s metallic reserves are in 
the new Rhodesian fields. In about 
three years, it is estimated that the 
Rhodesia field will be producing about 
500,000,000 pounds of copper a year, 
which is just about one-eighth of the 
world’s production. 

It is easy to understand that getting 
the men of the copper industry together 
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Collections 


_ Sales State City Collections Sales 
Tex. Dallas Fair Fair Tacoma Fair Fair 
El Paso Slow Slow . 
Fort Worth Fair Fair Ws Ve. _— _ aa 
Houston Fair Fair ee - _ 
Clarksburg Fair Fair 
Utah Salt Lake City Slow Slow Huntington Fair Slow 
Va. Norfolk Fair Fair Wheeling Slow Slow 
Richmond Fair Fair Wis. Fond du Lac Slow Slow 
Wash. Bellingham Slow Slow Green Bay Slow Slow 
Seattle Fair Slow Milwaukee Slow Fair 
Spokane ; Fair Fair Oshkosh Slow Slow 


a Comments on collections and sales 


ARKANSAS: Little Rock informs 
us that collections are fair, but would 
be better were it not for the fact that 
a bumper rice crop is being held for 
higher prices. The same applies to sales, 
which are fair, even though the cotton 
crops have been the largest Arkansas 
has ever been known to produce. 

CALIFORNIA: San Francisco notes 
a slight improvement in collections 
since last month. Also, a little im- 
provement in sales, due to holiday trade, 
although prices continue lower. 

COLORADO: In Denver money has 
tightened considerably which has caused 
sales and collections to become slow. 

FLORIDA: Due to the unseasonable 
warm and dry summer. weather Jackson- 
ville is still having, con- 
ditions as to retail and 
wholesale trade have be- 


ILLINOIS: Rockford becomes op- 
timistic, due to the fact that a goodly 
number of firms are picking up in sales 
and there is a slight improvement in 
collections. 

IOWA: The “slow” sales and col- 
lection conditions in Davenport are due 
te bank failures and lack of confidence. 

KANSAS: Collections have improved 
during the past sixty days in Wichita. 
Sales are fair—wheat, oil and live stock 
prices largely govern this city. 

MASSACHUSETTS: Boston reports 
difficulty in collections for the past 
month as compared with the same 
period last year. Sales, however, in 
amount of money is slightly off, but 
volume about holding its own. Spring- 


Changes since last month's survey 


conditions « 


field reports collections fair to good and 
sales seasonally brisk in retail and good 
in the wholesale trade. There is a loos- 
ening up of money. Worcester finds 
collections better than fair, but not so 
good as six months ago. Sales are slow 
due to the fact that this city is a manu- 
facturing center for metal products, 
lumber and furniture and not affected 
by seasonal activity. 

MICHIGAN: Detroit advises that 
collections are fair considering condi- 
tions under which debtors have to pay. 
Sales, however, are slow with slight in- 
dications of increased activity in a few 
lines. 

MINNESOTA: The collections in 
Duluth show an increase over October, 
but sales appear to be 
slowing down. Minneapolis 
finds that aside from the 


come slightly worse dur- 


State 


City Cellections 
ing the month of Novem- California Los Angeles 
ber than in the preceding Oakland — Slow to Fair 
h T e San Francisco Slow to Fair 
ae. — f oe — Colorado Denver Fair to Slow 
that on account of the ex- Connecticut Waterbury 
treme drought, the vege- Dist. of Col. Washington Fair to Slow 
tables and strawberry Florida Tampa 
crops have not come on Ilinois Rockford Slow to Fair 
the way they should and Indiana Indianapolis Slow to Fair 
are extremely backward. Iowa Cedar Rapids is to ier 
Prices on citrus fruits have Ga oe 
we t i 8 Thi Louisiana New Orleans 
oa CEISemy SOW. : ” Massachusetts Boston Fair to Slow 
has caused a great scarcity Springfield 
of funds in this territory. Worcester 
The bright spot has been Michigan Detroit : ipl al 
the vegetable crop in the Minnesota ae - ane ~ ee 
: . i i b ow 1 
Everglades section which aeons vt itd eiiiceatiie 
has b ht fancy prices annnens — ae 
i — ee Nebraska Omaha Fair to Slow 
and owing to the fact that Ohio Cincinnati Fair to Slow 
the sugar mills will begin Cleveland Fair to Slow 
5 ae thi f Dayton Fair to Slow 
grinding =e .8 sew Pennsylvania Johnstown Slow to Fair 
weeks, this has brought to Wilkes Barre 
that immediate vicinity a Rhode Island Providence Slow to Fair 
Saial h d Texas El Paso Fair to Slow 
ong shortage and pros- Utah Salt Lake City 
perity that looks like boom Washington Bellingham 
times compared with other West Virginia Bluefield Slow to Fair 
Wheeling 
parts of the state. Wisconsin Milwaukee Fair to Slow 


Sales 


Fair to Slow 
Slow to Fair 


Fair to Slow 
Fair to Slow 


Slow to Fair 


Fair to Slow 
Fair to Slow 
Fair to Good 


Fair to Slow 
Fair to Slow 


Fair to Slow 


Fair to Slow 


Fair to Slow 
Fair to Slow 


Fair to Slow 


seasonal holiday business, 
there does not appear to be 
any evidence of improve- 
ment in either sales or col- 
lections. St. Paul states 
“more and more the prin- 
ciple of debt moratorium 
is being followed as a pol- 
icy of helpfulness to 
worthwhile comme rcial 
enterprises in need of help. 
Liquidation of embarras- 
sed estates is normal.” 
With regard to sales this 
city reports, ‘“Manufac- 
turers note an increase in 
number and amount of in- 
quiries and are looking 
forward to increased book- 
ings”. 

NEW JERSEY: Many 
concerns in Newark re- 
ported an improvement in 
business early in Novem- 
ber, but now state that 
later in November business 
(Continued on page 37) 





26 


What they are at present 


Nation-wide collection and sales conditions 


The outlook for the near future 


MENT offers its regular monthly 
survey of collections and _ sales 
conditions. It is based upon 
reports from large cities throughout 
the country that are trade centers 
for their surrounding areas. The re- 
ports are the results of the daily ex- 
perience of the leading wholesaling and 


m CREDIT AND FINANCIAL MANAGE- 


manufacturing concerns operating from 
these trading centers. The two ques- 
tions “Are people buying?” and “Are 
they paying?” are perhaps the most di- 
rect and immediate reflection of daily 
business conditions in the country. 
These reports have been tabulated so 
that you may see at a glance how con- 
ditions are reported in various cities in 


each state, also what cities report a con- 
dition of “‘Good, Fair or Slow.” At the 
end of this summary you will find valu- 
able explanatory comments that have 
been sent in to CREDIT AND FINANCIAL 
MANAGEMENT. These additional com- 
ments may be pertinent to your inter- 
pretation of collection conditions and 
sales conditions in the cities listed. 








Collections Sales State City Collections Sales 
Ariz Phoenix Slow Slow Lansing Slow Slow 
Ark. | Little Rock Fair Fair a tow Sew 
Minn. Dulut Fai i 
Cal. Los Angeles Fair Slow ot acandil Slow ov 
Oakland Fair Fair St. Paul Fair Peis 
San Francisco Fair Fair M 
o. Ka Cit l I 
Colo. Denver Slow Slow a . tH oo 
Pueblo Fair Fair a 
Mont. Billings Slow Slow 
Conn. Bridgeport Slow Slow Great Falls Slow Fair 
New ig Fair Fair Helena Fair Fair 
Waterbu Fai Sl 
ads i a a Neb. Omaha Slow Slow 
D. C ashington : 
' jack , i >a oo N. J. Newark Fair Fair 
Fla. jacksonville ow Ow : ’ 
; N. Y. Albany Fair Fair 
Tompa Slow nd Buffalo Fair Fair 
Ga. Atlanta Fair Fair Elmira Fair Fair 
Macon Slow Fair ee Good Fair 
- , : New Y Fai Fai 
Idaho Boise Fair Fair ieee Rate Pair 
ll. Peoria Fair Slow Syracuse Fair Fair 
Rockford Fair Fair Utica Fair Slow 
Ind. Evansville Slow Slow wi. C. Charlotte Fair Fair 
Ft. Wayne Fair Fair No. Dak. | Fargo Fair Fair 
Indianapolis Fair Fair Ohio Ctacienet \ . 
South Bend Fair Fair or — 
Iowa Burlington Fair Fair Columbus Slow Slow 
Cedar Rapids Slow Slow Dayton Slow Slow 
Davenport Slow Slow Toledo Slow Slow 
Des Moines Slow Slow Youngstown Slow Slow 
Ottumwa Slow Fair Okla. Tulsa Slow Fair 
Sioux City Fair Fair : : 
Waterloo Slow Fair Oregon | Portland Fair Fair 
ares ‘ : Pa. Allentown Slow Slow 
Kan. Wichita Fair Fair Alesana has Shows 
Ky. Lexington Fair Fair Johnstown Fair Fair 
Louisville Fair Fair New Castle Slow Slow 
Philadelphia Fair Slow 
La. New Orleans Fair Slow Pittsburgh Fair Fair 
Md. Baltimore Fair Fair a a Slow Slow 
weeny aii ian Fair Wilkes-Barre Slow Slow 
Springfield Fair Good a. L Providence Fair Fair 
Worcester Fair Slow So.Dak. | Sioux Falls Slow Fair 
Mich Detroit Fair Slow Tenn. Chattanooga Fair Fair 
Grand Rapids Fair Fair Knoxville Fair Fair 
Kalamazoo Fair Fair Memphis Fair Fair 














“This month's collection letter’ 


Gentlemen: 

Eleven months of the year I have complete charge 
of my department without interference. 

During these eleven months it is my privilege to 
grant time on accounts beyond the 30 days, which 
are our established terms. It is a pleasure to grant 
these accommodations, but as the old saying goes, 
“There must be a day of reckoning,” and that day 
of reckoning comes to me every December when the 
boss calls me into his sanctum and asks for an ex- 
planation of the past due items on our books and 
requests that all accounts be brought up to date 
before the close of business for the year. 

My answer to his query is that credit has been 
granted to only responsible people like yourselves, 
who will remit promptly upon receipt of a request 
for settlement. 

The boss knows I am writing you, so make good 
with him and also prove to him that my faith in 
you was well founded. 

Awaiting your check, I am 


Yours very truly, 


We present our regular "this 
month's collection letter". It 
is unique and effective and an 
example of good collection 
letter thinking. 


What the country needs is 
more good collection letters. 
Their importance in helping 
pull business out of a depres- 
sion and then keeping it out is 
greatly underestimated. There 
is no short cut to profits as 
certain as collection letters 
that do their job. 


CRL:ROW 


@ Mr. C. R. Lindh, Manager of the 
Credit Department of R. R. Howell 
& Company, Minneapolis, Minn., has 
submitted to us a letter which is par- 
ticularly effective for collecting ac- 
counts at the close of the year and the 
beginning of the New Year. In his 
communication accompanying this let- 
ter Mr. Lindh said, “About 102 letters 
were mailed on December 14th to de- 
linquent debtors, and to date, December 
18th, 16 have returned the letter with 
a check in full settlement of their ac- 
count, five have made partial payments 
and promised the balance before De- 
cember 31, and six have written prom- 
ising payment shortly after the first of 
the year. One check for $675. came 
from an Iowa debtor by Special Deliv- 
ery with an apology for delay, and 
numerous others have expressed their 


Cc. R. LINDH, 


Mgr. Credit Dept., R. R. Howell & Co. 


appreciation for our leniency and ex- 
tended us the season’s greetings.” 


In the first paragraph of the collec- 
tion letter it is stated “Eleven months 
of the year I have complete charge of 
my department without interference.” 
In this letter Mr. Lindh places the em- 
phasis upon closing out accounts before 
the end of the year. This letter, how- 
ever will be just as adaptable for use on 
slow accounts which have not paid at 
the end of the year. You may inject the 
slant that the customer should start the 
New Year right. 

Mr. Lindh’s letter accompanying the 
above collection letter also states that 
“the results from the enclosed letter 
have been so unusual we cannot resist 


Send us your best and favor- 
ite collection letter for our 
"collection of collection let- 
ters" which we are gathering 
for readers of CREDIT 
and FINANCIAL MANAGE- 
MENT. 


passing it along to you. This letter is 
longer than it is generally conceded 
that a good collection letter should be, 
but it sure has brought results.” 

A complete series of individual num- 
bers of the collection letters which 
have appeared in CREDIT AND FINAN- 
CIAL MANAGEMENT are available upon 
application to Miss Susan E. Hutter, 
Manager, Collection Letter Depart- 
ment, CREDIT AND FINANCIAL MAN- 
AGEMENT, One Park Avenue, New 
York. 
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at one time with this new Burroughs 


Makes the analysis and distribution 
while posting other records 


Think of the number of accounting 
jobs in your business where it would 
be of decided advantage to post two 
or more related records at one time 
and, at the same time, complete the 
distribution . . . especially on such 
work as accounts receivable, accounts 
payable, payroll, general ledger, stores 
ledger, consolidation of branch re- 
ports, and soon. Think of the time 


and labor saved, as well as the errors 
eliminated by posting and distributing 
items at the same time. 


It will pay you to arrange for a 
demonstration of this new machine, 
with the nearest Burroughs office . . . 
or, if you prefer, write direct for com- 
plete information contained in a 
special illustrated folder. 


BURROUGHS ADDING MACHINE COMPANY - 6161 SECOND BLVD., DETROIT, MICH. 


Distributes items to as many as 20 sepa- 
rate classifications in 20 columns or in 
one column. 

* 
Automatically provides total of each clas- 
sification and a grand total of all, with- 
out relisting. 

* 
No copying figure by figure from total- 
izers—a single key depression prints 
each total. 


Burroughs 


Each item is automati¢ally designated as 
it is distributed— separate designation 
for each accumulating register. 
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Automatically tabulates between 


columns. 
oe 


Automatically aligns dollars under dole 
lars and cents under cents. 





When writing to Burroughs, please mention Credit ¢ Financial Management 





think 





| wholly disapprove of 
what you say and will 
defend to the death 
your right to say it.— 
Voltaire to Helvetius 


















“Our Readers Think” is an open 
= platform for our readers. Criti- 
ly cisms of all kinds will be published 
on this page. We believe in the 
strength and power of controversy. 
We believe in both brickbats and bou- 
quets. There is no brickbat this month, 
perhaps we will have better luck next 
month. 


They're making our 

new year happy 

@ Like the business situation, magazine 
publishing has its ups and downs. One 
day you are praised, the next day you 
are peppered with criticism. From the 
numerous letters which come to our 
desk, many of them concern themselves 
with our readers’ reactions to the orig- 
inal and distinctive means of presenta- 
tion which we employ. 

Fortunately, we can say that the 
great majority of our readers find our 
style acceptable but there are others, of 
course, who do not. Some of you write 
to the magazine. Here are three of 
several received this month, chosen be- 
cause they are so close and so definite 
in their likes. 

The first is from Mr. Richard Hard- 
ing of the American Mutual Alliance 
Company, Chicago, Illinois; the second 


by Mr. E. N. Welsh of the Indiana 
Limestone Company, Bedford, Indiana, 
and the third by Mr. E. B. Odenkirk of 
the Medusa Portland Cement Company, 
Cleveland, Ohio. 


Dear Mr. McCall: 

I notice occasional criticisms from 
your readers as to your moderne form 
of makeup, and needless to say, the 
opinions pro and con are interesting to 
anyone concerned with modern typog- 
raphy and design. 

At one-time makeup editor on a na- 
tional weekly;~and later a designing 
typographer, let me say that most ad- 
vertising men miss the point in maga- 
zine editorial page layout. They don’t 
realize that to-day’s editorial pages must 
vie in attractiveness with advertising 
designed by highly paid experts; in 
other words, the magazine from cover 
to cover must have a “pickup value”. 

Let me say that CrepiT is well de- 
signed and well made-up. Particularly 
de I like the editorial illustrations, 
which surely give added life to many 
(I am afraid) prosaic subjects which 
must necessarily appear in your pages. 


Dear Sir: 

I have read CREDIT AND FINANCIAL 
MANAGEMENT with considerable 
pleasure for a number of years. Of 
the different commercial magazines 
that I read, I can say without reser- 
vation, that the CrepiT magazine is, 
to me, outstanding. It is crammed 
full of constructive ideas and I adopt 
this means of assuring you of my sin- 
cere appreciation for the many help- 
ful things it has been my pleasure to 
glean from its pages. 

I was especially delighted with your 
description and analysis of the Na- 
tional Credit Corporation. Mr. T. 
Homer Green’s article “Charge In- 
terest on Past Due Accounts” in the 
November issue was also of especial 
interest because we have had some 
heated discussions among members of 
our Trade Group on this very subject. 
I wish to compliment Mr. Green on 
the splendid manner in which he has 
treated a subject that has long been a 
bone of contention, in this particular 
circle. 


Dear Mr. McCall: 

I recently received “CREDIT AND 
FINANCIAL MANAGEMENT,” and I 
want to compliment you on its ex- 
cellent appearance and the wonderful 
work you are doing. 

This magazine has shown a steady 
improvement since your editorship, and 
you may be sure I look forward with 


much anticipation to receiving future 
issues. 


? Register the 
business man ? 


On the opposite page you will find 
an article by Mr. N. R. Catharin of 
Boston, Mass. He submits his article 
asking for the registration of business 
men, as a supplement to a letter he has 
written us concerning this subject. It 


is an interesting thought, interestingly 
told. 


Dear Sir: 

The alarming increase in business 
difficulties, many of them resulting in 
disastrous failures with severe loss to 
the creditors, as well as the com- 
munity, is a subject that requires the 
closest observation and analysis. 

It needs correction. 

There are many ways to accomplish 
the desired improvement, and my own 
feeling is that one of them is to force 
the future business man, or woman, 
to pass a reasonably simple examina- 
tion and be licensed, as many fields 
of endeavor are today. 

I realize that practically every town 
and city today charges a license fee 
and that the state and nation have 
business taxes, but these are simply 
figured on the capital or earnings and 
are enforced after the business is es- 
tablished and going. There are no re- 
quirements, so far as I know, to bar 
anybody from going into business, ex- 
cepting the individual’s own dictates. 

I am attaching an article for your 
consideration, which you may feel is 
too radical to be published, but, on 
the other hand, feeling that it may 
stir up some discussion and result in 
some helping conclusions, I am pass- 
ing it along to you for what it is 
worth, and if it contains even a germ 
of an idea that will ultimately expand 
‘into worthwhile accomplishment, I 
shall be very happy. 


Experienced Investigator 


Ex-Army Officer — Two years 
with Dept. of Justice—Seven 


Years with Wm. J. Burns Agency 
—Five Years with Fraud Preven- 
tion Dept.—Thoroughly experi- 
enced all types credit investiga- 


tions and criminal work—Excel- 
lent references—willing to go 
anywhere—desires permanent con~ 
nection—Write to Credit and 
Financial Management No. P. W. 
40, 1 Park Ave., N. Y. City. 

—. 1 
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2 Should business men 
be registered ? 


By N. R. CATHARIN 


The ease with which anyone can 
engage in business, and the appar- 
lu ent indifference to the unfortunate 
results for the community as a 
whole, is nothing short of appalling. 
This is a bold, broad statement, but is 
the conclusion, based upon eighteen 
years of intensive credit experience. 
Business needs to awaken to protect 
itself, as well as the community at large. 
So far as the writer knows, there are no 
pre-requisites for embarking upon a 
business enterprise. The dictates of the 
individual are practically the only guide. 


It is true that in many progressive 
concerns, both wholesalers and manufac- 
turers, there are established Credit De- 
partments for the purpose of interview- 
ing the prospective customer personally, 
or obtaining helpful information 
through the regular constituted chan- 
nels with respect to the individual’s rec- 
ord and prospects, supplementing this 
with correspondence many times direct 
with the applicant, and yet, it is a com- 
paratively simple matter to obtain mer- 
chandise without any real basis existing 
for the extension of credit. 


It is sad that the accusation—‘‘Credit 
is cheap’’—is so universally true. 


If it were not for the unfortunate 
termination of so many enterprises, and 
the damaging effects upon the commun- 
ity, the situation could be conscientious- 
ly dismissed, but the injuries are so ex- 
tensive as to create an alarming situation 
and one that needs closer analysis and 
radical correction. 


The person who anticipates devoting 
himself to a medical career must spend 
several years in study, to properly pre- 
pare himself, and then, before he can 
actually engage in the practice, must 
pass a proper examination and be 
licensed. 


This is true of the lawyer, many 
classes of engineers, and public chauf- 
fers, and yet it is a question, even if 
unregulated, these groups in their en- 
tirety could cause greater damage than 
the untrained who so carelessly are al- 
lowed to upset economic structures be- 
cause of their inability to prosecute suc- 
cessfully the venture undertaken. 


¥ 


Is there any valid reason why one who 
desires to go into business for himself 
should not be required to measure up to 
certain requirements? As the writer 
views it, each state could very profitably 
set up a bureau, under the proper state 
department to conduct such simple tests 
as would reveal the applicant’s suitabil- 
ity to proceed along the lines laid out. 

The business neophyte should be re- 
quired to state briefly his previous ex- 
perience and where gained, should be 
able to answer satisfactorily the ques- 
tions as to the amount of necessary cap- 
ital to establish the business on a sound 
financial basis; likewise should be able 
to reveal understandingly his idea of the 
necessary expense ratio—particularly the 
rental—the volume of business required 
to warrant the investment, and the pros- 
pects in the community where he is lo- 
cated, 

To be sure, these are fundamentals, 
but if the proper grasp of these essen- 
tials is evident, in all probability the risk 
of failure has been considerably reduced. 


It may be claimed that this immedi- 
ately prevents the development of indi- 
vidualism, but no such criticism is heard 
in the other fields where requirements 
of this nature, as explained above, are 
set up. 

The individual who has native ability, 
but no capital or training, still has 
plenty of opportunity, for he can ac- 
quire the additional requirements, and 
when properly versed, the field is open 
to him. 


The more successful operation of the 
plan herein proposed would be assured 
if all business men were compelled to 
have a certain amount of educational 
training which, in turn, in the majority 
of instances, develops the moral phase 
of character as well. 


There are plenty of private institu- 
tions available to all, both day and 
night, where this training can be se- 
cured, and even many of the states to- 
day conduct extension courses, very low 
in cost and rich in accomplishment. 


So long as the world is indifferent 
to this question, just so long will un- 
necessary failures increase, and to just 
the extent the world wakes to the need 
for the protection of the efficient, sin- 
cere and honest business men, will the 
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problem of distress merchandise and fi- 
nancial loss be reduced to the minimum. 


Everyone, by law, should be com- 
pelled to keep a simple set of books. As 
it is, today many merchants keep very 
incomplete records as well as inaccu- 
rate records, with the result that it is 
impossible to determine the nature of . 
the yearly transactions intelligently, 
and this is particularly embarrassing and 
trying where a failure has occurred. 


All states now operate a Bank Ex- 
amining Division. Would it not be pos- 
sible for the state to supervise the finan- 
cial records of all businesses doing less 
than $50,000. at a minimum cost and 
compelling all businesses doing in ex- 
cess of that amount yearly to have their 
books audited by a recognized auditor, 
either a C. P. A. or private, so long as 
the auditor is in good standing? 


Business 
changes 
(Continued from page 11) 


While I do not underestimate the 
power of foreign competition, this is a 
bugaboo that has been predicted ever 
since the war. Dire predictions were 
made that immediately after the war 
we would suffer the calamity of being 
flooded with foreign goods. While 
there are some impediments to a con- 
tinuation of our foreign trade, notably 
the recent tariff and the collapse of 
foreign currency; nevertheless, our 
foreign trade is not going to vanish 
overnight. Furthermore; in the long 
run, it will increase in keeping with the 
increase in production and consump- 
tion. Our markets may shift—indeed 
in all probability they will. 

Finally, the changing character of 
business is going to be affected by some 
sound program of _ standardization. 
Mergers and consolidations will once 
again be revived and where they are 
economically advisable, they are certain 
to take place. 


I repeat that there is nothing certain 
in business in this day and age save 
death and taxatidn. Even the calendar 
under which we operate and which has 
served us for all these centuries has 
suddenly been discovered as obsolete. I 
do not know when the thirteen month 
calendar will be adopted, if ever; but 
1 am not willing to say that its adop- 
tion will not come about. If the pres- 
ent calendar is antiquated, it will have 
to go, for nothing is immune. 

While these changes occur, it doesn’t 


(Continued on page 33) 
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(Continued from page 31) 


mean that those involved are helpless 
or should sit idly by and see their busi- 
ness shifted into the discard. As I said 
in the beginning, it requires ingenuity 
to meet each and every situation and 
it’s the exertion of these qualities that 
will bring its reward. 


Years ago, when I was a lad in 
Southern Illinois an itinerant peddler 
came strolling down the railroad track. 


One of the village philosophers, who 
had the habit of settling all the world’s 
problems on the front porch of the 
grocery store, directed my attention 
towards the peddling merchant, who 
was leisurely strolling into town. 


“Henry,” he said, “you see that man 
with the red pack on his back? His 
day is past.” Several evenings ago, 
while I was sitting in my home, a sales- 
man came in and displayed his line ‘of 
brushes. I recalled this incident. A 
live, alert, aggressive management had 
proven the fallacy of thinking that the 
itinerant peddler’s day was past. They 
had taken the old idea, put new life 
into it, and as a reward for their in- 
genuity, had built up a tremendously 
strong and profitable business. 


What your situation will be depends 
upon you—your vision, energy and 
ability to meet these problems. Science, 
changes in habits and fashions, new 
methods of business economics, social 
evolution, and changes in the human 
factor have all brought about a new 
order of things. 


Some time ago I visited a farm that 
I own in Arkansas. While there, my 
tenant and I sat rather lazily in the 
shade of a tree with our backs against 
its sturdy trunk. This particular ten- 
ant happened to be very indolent, or 
to be frank, quite lazy, and although 
on many occasions I offered to furnish 
all the material he needed for a water 
well which could be driven with little 
effort within just a few feet of his 
home, he preferred to allow his bride 
of several months to journey a mile to 
the spring and trudge back with the 
water. At this particular time she was 
coming back with a bundle of clothes 
and as she came near to the tree, it was 
evident that she was about to drop the 
basket. She looked hopefully toward 
her husband and in an appealing, plead- 
ing voice she said, “Hamp, caint you 
help me tote this here, I’m "bout to 
drop it.” 


Rather lazily he looked up and in 


that drawling voice of his replied, 
“Why Mirandy I’m sitting mighty 
comfortable now, cain’t you make it?” 

Many business men in industries who 
think they are sitting very comfortable 
now will awaken some morning to find 
their trade vanished and their business 
obsolete unless they keep their eyes 
open and their energies alert and take 
time to think. The thinker was never 
at so high a premium in business as 
today for it is the thinking which 
issues in action that is going to cash 
in heavily during the next quarter of 
a century. 
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@ Sales resistance needed 


“What this country needs is more 
sales resistance,” in the opinion of Carl 
D. Friebolin, Federal Referee in Bank- 
ruptcy and President of the National 
Association of Referees in Bankruptcy. 

Inability to say “no” to super-sales- 
men contributes to many cases of bank- 
ruptcy, he told Beta Alpha Psi, honor- 
ary accountants’ fraternity, recently. 

He pointed out that in 1900 there 
were 15,000 bankruptcy cases in the 
federal courts with liabilities of $171,- 
000,000 while in 1930 60,000 cases 
with liabilities of $950,000,000.” 


When the keen edge of Bad Debts pierces 
the heart of your business—your Ac- 
counts Receivable—red ink flows. 

Credit Insurance turns the blade and ab- 
sorbs the shock of abnormal, unexpected 


credit losses. 


American Credit Insurance 


not only affords protection from loss 
through creditors’ failures, but also pro- 
vides a highly-efficient, nation-wide col- 
lection service. By avoiding losses and 
stimulating credit payments, a manufac- 
turer or jobber finds less capital tied up 


in credit extensions. 


Our representative will be glad to explain 
these and other attractive features of 
American Credit Insurance. 


CThe AMERICAN 


CrREDIT- INDEMNITY Co. 


OF NEW YORK 


J. F.M*‘ FADDEN, eassipans 


Offices in All Leading Cities 


New York, St. Louis, 


Chicago, 


Cleveland, Boston, 


Francisco, Philadelphia, Baltimore, Detroit, 
Atlanta, Milwaukee, etc. 


In Canada—Toronto, Montreal, etc. 





When writing to advertisers please mention Credit & Financial Management 





Insurance 
digest 


Inaugurated be- 
cause of the credit 
fraternity's close 
contact with the 
insurance field 
and need of infor- 
mation about it. 


Insurance in trust is 
non-taxable 


In all but a few jurisdictions, it is an 
established rule that proceeds of insur- 
ance payable to the estate are taxable, 
while proceeds of insurance payable to 
a named beneficiary are not taxable. 
Within recent years, the immunity from 
taxation of insurance payable to a named 
beneficiary, has been extended to cases 
where, instead of being directly payable 
to the named beneficiary, the proceeds 
are payable to the beneficiary through 
a trustee under the terms of an insur- 
ance trust. 

In some states the statutes now speci- 
fically provide for this exemption of in- 
surance in trust; in others the freedom 
from taxation has been established by 
court decisions and administrative rul- 
ings. In a few instances, while such 
proceeds appear to be taxable according 
to administrative rulings which have not 
been openly rejected, they are not taxed 
in actual practice, says the Estate and 
Tax News. 

While the practical effect, so far as 
the taxpayer is concerned, is the same 
whether the law specifically provides for 
the exemption of insurance proceeds 
placed under trust, or whether the ex- 
emption is accorded merely by tacit un- 
derstanding, there is no reason why any 
state should not commit itself definitely 
to a policy of exemption which has 


been so universally approved. Insur- 
ance proceeds are placed in trust to 
protect the funds against the inexperi- 
ence of dependents. It would indeed be 
a strange anomaly to encourage the pur- 
chase of insurance for the benefit of a 
named beneficiary by granting it im- 
munity from taxation on the one hand, 
and on the other to penalize an estate 
if the insurance proceeds are protected 
for the beneficiary by means of an in- 
surance trust. 


Ohio has just passed a law, effective 
July 18, 1931, which provides in clear 
and unequivocal terms that proceeds of 
policies of life insurance payable on the 
death of the insured otherwise than to 
the estate of the insured, are not taxable, 
“whether paid directly by the insurer 
to the beneficiaries designated in such 
policies or to a trustee designated there- 
in ****,.” This provision may well 
serve as a model for other states which 
have not yet enacted a similar statute. 


Retiring from 


Canada 


Two insurance companies which are 
discontinuing the writing of business 
in Canada, the New York Indemnity 
Company and the Re-Insurance Com- 
pany “Rossia” of Copenhagen, have 
made application to the Minister of 
Finance for release of all securities on 
deposit with the Receiver-General. 


"Other insurance" 
voids policy 


Two policies were issued by a fire in- 
surance company to cover property for 
$1,200 in all. The first in date had at- 
tached a rider, a loss payable clause, at 
the end of which were the words “Other 
insurance permitted.” The second had 
no such clause. The indebtedness of 
the party named in this clause was 
paid, and the insured executed a mort- 
gage on the property to a bank. A 
mortgage clause was attached to each 
of the policies as a rider, containing the 
indorsement: “This mortgage clause is 
issued in lieu of the one previously at- 
tached, the former mortgage having 
been paid.” No words showing per- 
mission by the insurance company for 
other insurance appeared in the rider. 

The policies both contained the 
standard provisions required by the sta- 
tute as to other insurance and written 
waiver of policy provisions. 

After the mortgage clause had been 
attached to each of the policies at the 
insured’s request, he sent them to the 
mortgaging bank, which declined to ac- 


cept them and returned them to the.in- 
sured. He informed the insurance com- 
pany’s local agent of this, and that, at 
the request of the bank, he had pro- 
cured another fire policy on the prop- 
erty. The local agent said to the in- 
sured that that was all right. 

This third policy, procured by in- 
sured from another company, for $900, 
was in force when the property was 
damaged, and he had collected $280 on 
it. 

In an action on the first two policies 
the North Carolina Supreme Court held, 
Johnston vs. Aetna (Fire), 160 S. E. 
454, that the loss payable clause permit- 
ting insurance attached to the policy 
first issued was superseded by the mort- 
gage clause attached to that policy, 
the Eastern Underwriter reports. 
Permission for other insurance on the 
property was thereby revoked prior to 
the issue of the third policy. 

As there was no agreement in writ- 
ing added to or indorsed on either of 
the policies sued on for other insurance 
on the property at the time the addi- 
tional policy was procured by the plain- 
tiff, it was held that the company was 
not liable under these policies. The 
statement of the company’s local agent 
to the insured did not waive the pro- 
vision forbidding other insurance. 


Loss payable 


clause decision 


The Supreme Court of the United 
States recently held that the provision 
in a fire policy prohibiting chattel mort- 
gages without consent endorsed on the 
policy is intended to reduce the moral 
hazard, and is a valid stipulation the 
violation of which constitutes a com- 
plete defense to an action on the policy. 


A loss payable clause providing that 
any loss under the policy proved due to 
the assured shall be payable to the as- 
sured and a named bank is, it is held, 
“not informative to the insurer of the 
existence of a chattel mortgage, but per- 
forms the office of protecting a creditor 
of the insured who has no interest in 
the insured property by mortgage or 
otherwise against the eventuality of fire 
loss. 


“The attachment of a loss payable 
clause is entirely consistent with the 
condition against change of interest or 
incumbrance of the insured property 
and does not constitute a waiver of the 
condition against sale or mortgaging, or 
a consent thereto.” 
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1928 

Jan. 613 
Feb. 781 
Mar. 857 
Apr. 926 
May 845 
June 760 
July 818 
Aug. 827 
Sept. 742 
Oct. 954 
Nov. 747 
Dec. 610 


Average 790 
Std. Dev. 102 


1929 

Jan. 738 
Feb. 941 
Mar. 1,133 
Apr. 1,054 
May 937 
June 892 
July 920 
Aug. 856 
Sept. 937 
Oct. 871 
Nov. 785 
Dec. 736 


Average 900 
Std. Dev. 113 


1930 

Jan. 716 
Feb. 648 
Mar. 523 
Apr. 451 
May 419 
June 375 
July 347 
Aug. 450 
Sept. 602 
Oct. 469 
Nov. 533 
Dec. 587 


Average 510 
Std. Dev. 107 


Accounts 
Month Payable 


1926 


Jan. 397 
Feb. 431 
Mar. 486 
Apr. 534 
May 420 
June 357 
July 495 
Aug. 538 
Sept. 622 
Oct. 715 
Nov. 648 
Dec. 837 


Average 540 
Std. Dev. 136 


Statistics’ aid in credit analysis 
(Continued from page 17) 


1,593 2,341. 848 
1,327 2,105 923 
1,286 2,078 976 
1,451 1,936 912 
1,620 2,237 859 
1,304 1,994 763 
1,249 2,153 886 
1,173 2,180 915 
1,428 2,342 948 
1,587 2,221 900 
1,490 2,648 1,177 
1,652 2,765 1,053 
1,430 2,250 930 
155 236 101 
1,543 2,431 857 
1,872 2,375 926 
2,115 2,488 991 
2,256 2,509 1,038 
2,487 2,654 1,22 
2,672 2,792 1,387 
3,045 2,631 1,491 
3,227 2,704 1,563 
2,843 2,556 1,401 
2,507 2,548 1,223 
1,237 2,917 1,559 
1,796 2,835 1,682 
2,300 2,620 1,270 
585 160 268 
1,418 2,923 763 
1,523 3,115 898 
1,320 3,207 925 
1,159 3,183 1,031 
1,027 3,496 1,159 
983 2,917 1,554 
1,228 2,838 1,638 
1,167 3,341 1,427 
1,043 3,628 1,386 
1,221 3,268 1,783 
985 3,783 2,055 
966 4,021 1,341 
1,170 3,310 1,330 
174 349 374 
LIABILITIES (thousands of dollars) 
Dividends Accrued Local Contingency 
Payable Accounts Taxes Reserve 
638 432 68 140 
225 518 54 120 
102 477 23 160 
763 521 75 172 
549 606 23 187 
351 428 49 153 
187 493 76 138 
686 527 68 150 
538 469 95 149 
740 448 36 200 
421 505 72 171 
440 576 81 180 
470 500 60 160 
212 52 22 Ze 


(Continued on page 40) 


4,525 
4,728 
4,429 
4,307 
4,221 
4,653 
4,829 
4,909 
5,607 
5,422 
4,979 
5,711 
4,860 

473 


4,525 
4,623 
4,719 
4,412 
4,308 
4,727 
4,838 
5,086 
5,121 
4,863 
5,929 
5,649 
4,900 

463 


5,837 
5,733 
5,622 
5,419 
5,365 
5,504 
5,683 
5,791 
5,628 
5,833 
5,686 
6,059 
5,680 

185 


Capital 
Stock 


3,191 
3,312 
3,565 
3,420 
3,280 
3,533 
3,487 
3,389 
3,594 
3,648 
3,750 
3,831 
3,500 

184 


988 
1,022 

957 

963 
1,125 
1,207 
1,603 
1,356 
1,149 
1,308 
1,257 
1,105 


1,170 
183 


1,033 
1,185 
1,276 
1,338 
1,226 
1,381 
1,472 
1,326 
1,459 
1,562 
1,628 
1,314 


1,350 
158 


891 
663 
725 
612 
858 
563 
477 
541 
428 
107 
310 
585 


570 
204 


Surplus 


3,598 
4,002 
4,709 
3,787 
3,189 
2,632 
3,119 
2,873 
2,794 
2,754 
3,796 
3,907 
3,430 

609 
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1932 
Will Watch 


its RECORDS 


will be a 
1932 ard - boiled 


year. It will watch 
its records as never 
before. You will 
watch your credits, 
collections, costs, sales 
and personnel follow- 
ups, stock and mate- 
rial records, etc. 
Cook’s Signals make your records more 
visible. They meet the needs of every 
sort of system. They work well on all 
kinds of records. 

No signals equal Cook’s for speed, 
clearness and convenience, in all types 
of visible index 
and card _ systems. 
Twelve bright col- 
ors, numerous indica- 
tive shapes. 


No. 20 Series 
Special Construction 
fer BOOK and 

CARD VISIBLE_ 
INDEX SYSTEMS tea ‘oitems 





For vertical 
card systems 





Recommended by most manufacturers of visible 
systems—because these signals are easily at- 
tached—cannot accidentally slip, or snap off— 
cannot catch edges of other cards or sheets in 
your files. 


Furnished plain, or printed 
with days, months, alpha- 
bets and numerals. Made 
of durable, stainless steel. 
Grip tight. Give each 
color a meaning and facts, 
otherwise obscured, flash 
before your eyes for quick 
and accurate use. 

Free Samples—if your 
Stationer cannot supply you 
Tell us of your signal prob- 

lems. We can help you. 


For book THE H. C. COOK co. 


visible systems 17 Beaver St., Ansonia, Conn, 


COOKS 


FILE 






When writing to advertisers please mention Credit & Financial Management 
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Reviews of the important 
books on business, to aid 
executives whose read- 
ing hours are limited. 


’ This month's 
y business book 


BETTER DIVIDENDS THROUGH 
BETTER THINKING. By Frank H. 
Skipper, The May Company, Los 
Angeles, Cal. 

Frank H. Skipper, who has been a 
contributor to the pages of CREDIT AND 
FINANCIAL MANAGEMENT, has written 
a new book entitled Better Dividends 
Through Better Thinking. 

Mr. Skipper is well known to business 
men throughout the country as an 
ardent exponent of the “art of para- 
graphic thinking.” He devotes a chap- 
ter in his new volume to this subject, 
contending that “the fundamental 
foundation stone of Paragraphic Think- 
ing is that it completely divorces de- 
cision from expression. These vital 
functions must be seen as separate op- 
erations of the thinking factory, each 
demanding one hundred per cent. co- 
operation.” 

Mr. Skipper’s entire approach to his 
proposition is from the premise that 
the brain is a “thinking factory.” He 
contends that fundamental rules, meth- 
ods, procedures and principles are as 
applicable to “the thinking mind” as 
they are to a business organization. 
This volume is an apostalic message il- 
lustrating the application of practical 
methods of scientific thinking to every 





business problem. The principles and 
practices.of business administration and 
organization have been evolved to 
enable business men to show a net 
profit on operations. The principle and 
practices of “thought administration” 
as evolved and ‘presented by Mr. Skipper 
show, in much the same way, how you 
can show a net profit on your thinking 
operations. 

Can you distinguish the difference 
between vision and imagination and 
apply the forces of these two mutual 
qualities in the most effective way in 
your daily work? Do you know how to 
build vision through background? Do 
you know how to develop a personal 
measuring stick to control and order 
your thinking factory? These are just 
a few of the dozens of valuable and 
practical questions answered by this 
book. There is no better authority in 
the country on personnel problems than 
Mr. Skipper, who is Director of Per- 
sonnel for the Pennzoil Company. To 
every business executive who manages 
men, Better Dividends Through Better 
Thinking is a handbook of inestimable 
practical importance. 

—CHESTER H. McCatt. 


? Are you 
a "“mooch" ? 


FINANCIAL RACKETEERING. 
William Leavitt Stoddard. Harper & 
Bros. New York. 

Suppose an “‘airedale” called at your 
business office this morning because he 
had heard, from a “dynamiter” he met 
yesterday and a “coxy” who had sold 
you some stock a week before, that you 
are a “lily.” And suppose this “re- 
loader” or “‘airedale” showed you a 
“tipster sheet” to prove his arguments 
and “scenery” to give you an idea of 
the reputability of the stock. Would 
you be enough of a “mooch” to buy? 
Or would you turn him down only to 
succumb on the morrow to the “boiler 
room”? 

It all depends. If you had already 
read Financial Racketeering by William 
Leavitt Stoddard you would be on the 
alert and probably not be a “sucker.” 
You would also recognize the terms 
used in the first paragraph for they ap- 
pear in the pages of this volume which 
narrates the financial swindles of the 
past years, from Ponzi to Page & Shaw, 
shows the details of these big jobs and 
gives those who will read a chance to 
run from glib-tongued stock salesmen. 

It is a colorful book, in its way, hav- 
ing the spice that contemporary events 
can impart added to its exposé features 
in showing the workings of commercial 





and financial crime in America. Credit 
executives will see in it another angle 
of the vast problem which they have 
been militantly attacking for years by 
means of the Fraud Prevention Fund. 

If there is nothing new under the 
sun, then no one with stock market 
inclinations should miss this book. 
When the next boom comes around that 
corner and money is easy to make (and 
to lose) similar swindles engineered by 
similar “‘airedales”, “dynamiters”, and 
“hundred percenters” will be upon us. 
Now is the time to begin to be wary. 

—Paut Haase. 


Full of facts 
and figures 


ECONOMIC CONTROL OF QUAL- 
ITY OF MANUFACTURED 
PRODUCT. W. A. Shewhart. D. 
Van Nostrand Company, New York. 
Although primarily intended for 

those interested in manufacturing 
problems, this book is a storehouse of 
knowledge for those dealing with prob- 
lems which require statistical analysis. 
The executive, credit manager, etc., 
will find chapters which deal with the 
fundamental problem of “control”, 
what is meant by control, the scien- 
tific basis of control and the advan- 
tages secured therefrom. The laws 
basic to control are clearly enunciated 
in addition to a clear statement of the 
meaning of statistical control and the 
necessary conditions for maximum con- 
trol. 

Chapters V-IX consider the best 
methods of presenting data in tabular 
and graphical form. These chapters 
will be found exceptionally valuable 
to those in the credit field who are en- 
gaged in making daily analyses of 
masses of data to obtain the pertinent 
information contained therein. 

Criteria for testing data are estab- 
lished which are based upon the latest 
probability theory as well as a mass of 
experimental data in the field of small 
samples. This work contains a mathe- 
matical treatment of modern statistical 
methods to be used for obtaining the 
maximum benefits from quantity pro- 
duction or from any economic system. 
It will be found a valuable help to those 
who desire to apply the latest and most 
exact statistical methods to their prob- 
lems. —Harry G. Romic 
Among those present: 

THE COMMERCIAL PAPER 
MARKET. Roy A. Foulke. Bankers 
Publishing Co., N. Y.—Covering the 
entire field of activity of open market 
commercial paper and its importance in 
the ebb and flow of business activity. 
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M@ Use the new 1932 Credit Manual of Commercial Laws to stop little leaks 
that mean big losses! The Manual dams the stream of bad debts because it 


Clarifies the legal implications back of every step of a commer- 
cial transaction— 


Interprets the rights and obligations of creditors and debtors in 
every State— 


Tells you when you need qualified legal assistance. 


@ The Manual incorporates every legislative change effected during 1931 — 
literally hundreds of revisions and amendments. More than 40 pages of new 
subject matter include summaries of all States relative to Bonds on Public 
Improvements, Claims Against Decedent’s Estates, etc. 


M Your credit dollars need every safeguard and protection in 1932. The 
Manual has been compiled especially to save, recover and protect those dollars. 


Price only $4 postpaid 


Mail your order TO-DAY! 


@ NATIONAL ASSOCIATION OF CREDIT MEN ONE PARK AVENUE, NEW YORK 
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Monthly sales, 
collection survey 
(Continued from page 27) 


fell back to previous levels. 


NEW YORK: Albany states that 
there is less unemployment in their city 
than in other places and that money is 
getting freer for building. Cold wea- 
ther means increased coal sales. From 
Utica we hear that while some lines 
are still reporting good in both collec- 
tions and sales, the fair and slow ones 
balance the good record. Price drop in 
foodstuffs thas its effect. Knit goods re- 
port sales and collections both good. 
Some collections are reported slow 
owing to bank failures and checks held 
up on that account. 


NORTH CAROLINA: Charlotte 
furnishes us with a business survey as 
follows: Volume of sales October 31 
compared with September °31, 54% 
smaller; October °31 compared with 
October *30, 82% smaller; year 1931 
to date compared with 1930, 82% 
smaller. Collections—November 731 
compared with October 1931—half 
find it smaller and half found collec- 
tions larger. Receivables—volume No- 
vember 1, °31 compared with same 
month, 1930, 66% smaller. Failures 
experienced during 1931 compared with 
1930 40%. In answer to question “Do 
you anticipate during next 90 days 
failures compared with same period last 
year” 54% stated more. In answer to 
what trend is anticipated in sales and 
collections during next six months 
44% stated fair. Reports on Agricul- 
tural conditions are—Good 67%, Fair 
21%, Poor 12%, and on Employment 
conditions, Good 6%, Fair 75% and 
Poor 19%. 


OHIO: The closing of the largest 
bank in Dayton has affected both col- 
lections and sales considerably. Toledo 
finds a little seasonal improvement in 
sales. 


OKLAHOMA: Tulso reports Christ- 
mas buying and oil situation bad—in- 
crease to betterment is going to be very 
slow—a great number of liquidations 
now. 


OREGON: Portland advises that 
there seems to be a gradual improve- 
ment toward better conditions. 


PENNSYLANIA: Due to seasonal 
fluctuation collections are off in Johns- 
town as compared to last year, but are 
now more consistent than during the 
past three months. Sales are fair and 
neither merchants nor wholesalers seem 
pleased with volume and are not ex- 
pecting a heavy holiday business. 


RHODE ISLAND: Collections in 
the past six months in Providence are 
better than for the same period last 
year. A good holiday business is an- 
ticipated. 


SOUTH DAKOTA: Sioux Falls 
found first half of November slow in 
collections, but last half fair. 


TENNESSEE: Collections are look- 
ing brighter in Chattanooga and orders 
are small but coming better. Knoxville 
states that with the tobacco markets 
opening in one more week it is expected 
both sales and collections will show a 
decided improvement. Memphis finds 
current collections good, warm weather 
having a bad effect on sales, but there 
is a hope for an increase. 


TEXAS: Dallas expects an im- 
provement in collections and states that 
buying is getting a good start. Fort 
Worth reports both sales and collec- 
tions seem on an upward trend. Every- 
one appears in a better frame of mind 
and seem to have the feeling that the 
future will be brighter. Houston, upon 
sending a questionnaire to the members 
developed the fact that in sales and col- 
lections about 50% said “slow” and 
50% “fair”. 


WASHINGTON: Bellingham finds 
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that collections are retarded due to the 
fact that taxes are due November 30. 
Retail business in this city is fair but 
wholesale is not—this, it is believed is 
due to seasonal condition. 


WEST VIRGINIA: Huntington in 
a personal survey conducted finds that 
better results are being obtained from 
collection efforts than from sales ef- 
forts. 


WISCONSIN: The collections in 
Fond du Lac are still slow and the fact 
that there has been no improvement in 
sales is due to weather. 


& No collateral 


Two Georgia darkies were discussing 
the financial condition of ‘the country. 
They didn’t agree. 

“You’s all wrong,” one vociferated. 
“Dey ain’t no money sho’tage. Ah 
asked mah bankuh is he out o’ money 
and he tuk me in de vault and showed 
me piles an’ piles o’ money. An’ I says 
could he let me have jes’ a little. An’ 
lhe says sho’ he could. Has Ah any col- 
lat’rul? An’ Ah hasn’t. Now dat’s 
what’s de mattuh wif dis country. Dey’s 
plenty o’ money but we’se jes’ runnin’ 
sho’t on collat’rul.”"—The Bankers’ 
Monthly. 


Great American 
Iusurance Company 


New Pork 


INCORPORATED - 1872 


HOME OFFICE, 


One Liberty Street, 


NEW YORK CITY 


WESTERN DEPARTMENT, 310 S. Michigan Avenue, CHICAGO, ILL. 
PACIFIC DEPARTMENT, 233 Sansome Street, SAN FRANCISCO, CAL. 


POLICIES ISSUED TO COVER 


Fire, Lightning, Tornado, Windstorm, Hail, Explosion, Rents, Profits, 
Commissions, Automobiles, Motorcycles, Leasehold, Marine, War 
Risk, Hulls, Cargoes, Inland Marine, Inland Transportation, Floaters, 
Registered Mail, Mail Package, Tourist Baggage, Sprinkler Leakage, 
Use and Occupancy, Earthquake, Riot and Civil Commotion. 


AFFILIATED INSURANCE COMPANIES 


American Alliance Ins. Co. 
American National Fire Ins. Co. 
County Fire Insurance Co. 


Detroit Fire & Marine Insurance Co. 
Massachusetts Fire & Marine Ins. Co. 


North Carolina Home Ins Co. 


Rochester American Insurance Co. 


Great Ameriran Indemnity Company 


When writing to advertisers please mention Credit & Financial Management 
















































modern 
oftice 


An idea and experience ex- 
change on equipment, system 
and management in the mod- 
ern credit and business office. 


Teletypewriter 
service 


More than 500 service orders were re- 
ceived at telephone business offices dur- 
ing the first half of the day on which 
the teletypewriter service was first of- 
fered to the public. This new service 
enables any subscriber to typewrite by 
wire instantly to any other subscriber no 
matter where located. The particular 
value to business of this service is its 
usefulness for two-way communication. 
Written messages typed on the machines 
can pass in either direction between any 
two subscribers. The page type of ma- 
chines is particularly adapted to the 
transmission of letters, copies of orders, 
tabular matter, etc., in page form for 
record purposes and filing as well as for 
immediate reference. The new tele- 
typewriter service will be nation-wide in 
scope, with costs based on the time the 
circuits are used and wire mileage in- 
volved. A universal teletypewriter di- 
rectory is already being compiled. This 
will contain the names of subscribers ar- 
ranged alphabetically under the cities in 
which their offices are located. The di- 
rectory will be kept up-to-date. The 
advantages to business of this extension 
of the teletypewriter system are too ob- 
vious to require comment. 


Bookkeeping 
typewriter machine 


Underwood Elliott Fisher Company 
announce the Underwood Simplex Ac- 
counting Machine, which may be used 
interchangeably as a standard typewriter 


and for bookkeeping involving direct 
addition and subtraction in as many as 
twenty-five separate columns of figures. 
The new machine has been designed as 
an economy and utility machine for 
small business, and for handling the 
heavy volume of departmental account- 
ing work of large corporations. This is 
the seventh new model introduced by 
this company this year. 


Office manager or. . .? 


Among the medium sized companies 
there is a confusion of terms. An Of- 
fice Manager is not an Office Boy. Too 
frequently a capable man is tied with 
petty details and relegated to the super- 
vision of routine rather than the execu- 
tion of plans and policies. Needless to 
say, really worth while men seldom re- 
main in such positions. If you will scan 
the “Help Wanted” advertisements in 
city newspapers you will see this atti- 
tude reflected in the tone of the ad- 
vertisements and in the salaries offered. 
Among larger companies, the Office 
Manager, although he may not have this 
specific title, is given broad responsibili- 
ties and held accountable for the 
smooth, efficient performance of office 
routine. Since there is, generally, less 
waste in larger companies, it would seem 
that this is the correct attitude. 


Guide to account- 
ing procedure 


“Accounting To Increase Profits,” a 
manual recently issued by the National 
Blank Book Company, thoroughly ex- 
plains this company’s new Unit Ac- 
counting System and illustrates how the 
system operates. This accounting 
method is devised to meet the needs of 
an average mercantile business. A choice 
of forms is provided, however, to make 
possible the adaptation of the National 
Unit Accounting System to any busi- 
ness. In general, the system provides 
for a quicker and more accurate proving 
and summarizing of entries and the im- 
mediate preparation of _ intelligible 
Monthly Reports showing position and 
progress of the business. Each class of 
transactions is recorded on separate 
forms or records. Groups of closely re- 
lated forms are assembled in units or 
binders for convenience and accessibil- 
ity. The plan facilitates auditing be- 
cause each separate unit or record can 
be removed individually without inter- 
fering with the bookkeeper’s work. The 
Manual is a complete textbook of ac- 
counting practice, containing complete 
accounting procedure, charts, descrip- 
tion of accounts, specimen entries, ex- 


planations, etc. A thorough index 
makes reference easy. “Accounting To 
Increase Profits” should prove especially 
helpful to Public Accountants and 
Auditors in installing or revising ac- 
counting systems since it relieves them 
of much of the work usually necessary 
in instructing bookkeepers. 


New blueprint file 
has advantages 


The “Accoway Filing System” of 
Acco Products, Inc., adapts the vertical 
filing principle to the handling of large 
sheets such as blueprints, tracings, maps, 
etc. The system can be installed for 
a few papers and expanded, by the ad- 
dition of units, as the number grows. 
This system makes reference to large 
sheets possible without removal from 
the file, since every sheet is fully visible. 
It consists of swinging arms, from which 
sheets are suspended by a special fas- 
tener, housed in neat appearing cabinets. 
It would seem to have many advantages 
over the traditional flat method of filing 
bulky sheets. 


Filing and finding 
made easier 


Remington Rand’s new Flexiblock 
holds file material perfectly straight. 
This filing accessory is kept in a ver- 
tical position by strong springs. Yet a 
very slight pressure sends it back on 
rollers to a “V” position. As soon as 
pressure is released the Flexiblock re- 
turns to its original erect position. 
Folders, guides cannot slip or slump; 
papers are not bent or torn. Can be 
installed in any file. By replacing the 
follower-block with a Flexiblock, addi- 
tional room is secured in each drawer 
through elimination of the follower. 
The company recommends four Flexi- 
blocks for each file drawer for best 


results. 


Private watermarked 
paper 

Through a special, patented process, 
even users of only 5,000 letterheads may 
now enjoy the prestige value of a private 
“papermark.” From the standpoint of 
sales promotion anything which tends. 
to individualize a company and identify 
it in the customer’s mind is worth while. 
Privately marked paper may, therefore, 
justify its additional cost. Should any 
readers be interested we will be glad to 
supply information as to where this type 
of letterhead is available. 
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great department stores in Metropolitan 
New York cut costs with Comptometers 


Why do so many large depart- 
ment stores in the great retail 
center, New York, use Comp- 
tometers? The reasons are: 

(1) The tremendous savings 
made by segregating figure-work. 

(2) Comptometer SPEED... 
so necessary in department-store 
accounting. 

(3) The efficiency of planned, 
modern accounting forms and 
proper work-routines, made pos- 
sible by Comptometers. 

One famous department store 
has a sales-auditing cost (from 
the writing of the check by the 
sales-clerk to the finished posting 
of the clerk’s salary to the pay- 
roll sheet) of less than $2.50 per 
thousand transactions! Another 
installed a battery of 30 Comp- 
tometers and saved more than 
$30,000. In another, 12 Comp- 
tometers replaced 25 machines 
previously used. 


Similar savings are made by 
department stores throughout 
the country, small as well as 
large. A store in a Middle 
Western city of 56,000 popu- 
lation does a business of two 
million dollars a year, It put 
in 6 Comptometers and saved 
50 per cent in time and money. 
The manager states that he 
now gets the cashier’s balance 
for the former day before 10 
o’clock each morning. 

Comptometers are used for 
every kind of department- 
store work: sales auditing; 
statistics; accounts payable; ac- 
counts receivable. In every line 
of business they bring new stand- 
ards of efficiency. The average 
minimum saving for companies 
installing Comptometers is $1000 
a year per machine. 

If you should analyze the 
figuring-costs in your office, we 


COMPTOMETER 


(tRADE-MARK) 


T HE 
Made only by Felt &@ Tarrant 





COMPTOMETER 


believe you would use Comptom- 
eters, as four out of five large 
New York department stores do 
now. Let a Comptometer repre- 
sentative show you the savings 
that can be effected. Telephone 
the office in your city. Or write us 
direct. Felt & Tarrant Mfg. Co., 
1717 N. Paulina Street, Chicago. 
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isti id i i i A id check of these statements, 
Statistics’ aid in credit analysis #3 rapid Check Of these statements 


the sum of the Assets must equal the 
uu (Continued from page 35) sum of the Liabilities. Having five 


average and standard deviation values 
1927 for each of the six Asset items and for 
Jan. each of the seven Liability items, we 
Feb. can next determine the degree of control 
= for all thirteen items, obtain an average 
May t value for averages and an average t 
June value for standard deviations, give each 
July item an appropriate weight and obtain 
Aug. an overall index for the Firm. 
Pt. The. best estimate of the average is 
Nov. the simple average of the five yearly 
Dec. average values for each item. The best 
estimate of the standard deviation is 
Average found by taking the average of the 
Std. Dev. standard deviation values for each year 
and multiplying by 1.0685, which is 
1928 the correction factor to be applied to a 
oo group of standard deviations where the 
sah number of observations for each group 
Apr. is the same, in this case 12. These val- 
May ues, together with the weights (w) 
June used and the values of t for each year 
July for both the average and standard de- 
"ined viation as obtained by the methods 
Oct. previously outlined, are given in the 


Nov. table below. 
Dec. (Continued on page 42) 


Average 
eer __z==SS-_SPuema_s 


1929 

Jan. 93 
Feb. 87 
Mar. 125 
Apr. 74 
May 86 
June 92 
July 83 
Aug. 68 
Sept. 119 
Oct. 93 
Nov. 87 
Dec. 73 


Average 90 


Std. Dev. 16 $3 


five-dollar rooms at 


Here's a smart, cosmopolitan 
Jan. 2,251 1,712 95 195 4,554 2,887 hotel you will enjoy! Adja- 
Feb. 2,329 1,841 121 180 4,387 2,910 tto”’Loop” busi 
Mar. 2,107 1,927 72 175 4,723 2,556 centto Loop usiness center, 
cea Sean 1836 cs 203 4.408 2.639 yet away from its clatter and 
May _—1,992 1,705 104 210 4,212 3,263 grime. Spacious, cheerful out- 


June 1,873 1,608 93 192 4,078 3,131 side rooms with bath, shower, 
July 1,925 1,541 86 185 3,921 3,797 


Aug. 1,831 1,622 125 176 4,165 3,989 ee ++ and 
Sept. 1,722 1,541 93 160 4,276 3,998 owe , nimizing 
Oct. 1,892 1,307 81 154 4,358 4,036 tipping). Parking and garage. 
Nov. 1,704 1,212 67 182 4,136 5,150 Restousent end Coffee Shop 
Dec. 1,958 1,588 75 148 4,382 4,604 Write for illustrated folder. 


1930 


Just East of Michigan 
_ 
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Walten Place 
Average 1,970 1,620 90 180 4,300 3,580 ae (Opposite The’y 


Std. Dev. 183 201 19 18 208 779 





a 







The business crash of 1931 is written into the books. 
How much will be written off? 

How much can be salvaged from the wreck? 

How is your interest in insolvent estates being represented? 
What is the ratio of your accounts receivable to other cur- 
rent assets? 

# What proportion of them are past due? Are you equipped 
to convert them into cash? 

» Has your experience with collection and adjustment media 
been satisfactory? 

® Do you know that the nation-wide chain of bureaus affiliated 
with the National Association of Credit Men functions as 
an auxiliary unit to your own credit department? 

= Does aggressive and intelligent handling of adjustment and 
collection problems interest you? 

® Reflection will indicate that your next move is to telephone 
our nearest affiliated bureau for particulars concerning service 
available to you. 








Collection-Adiustment Bureaus Denartmer 
National Association of Credit Mer 
One Park Avenue New York 







































































































































































































































































































Statistics’ aid in credit analysis 


ke (Continued from page 40) 


STANDARD VALUES FOR AVERAGE (M), STANDARD DEVIATION (s) 
STANDARD DEVIATION OF M (sm), STANDARD DEVIATION 
OF s (s;), WITH t VALUES AND WEIGHTS FOR 
AVERAGES AND STANDARD DEVIATIONS 
(5 Year Data of Assets and Liabilities) 


Assets 

Accounts Deferred 
Item Cash Investments Receivable Inventory Property Charges Overall 
M 732 1530 2412 978 4638 858 
s 131 308 262 217 317 184 
d* 123 288 245 203 297 172 
SM 38 89 76 63 92 53 
Ss 27 63 53 44 65 38 

t Values for Averages 
w a 1 —.3 —.1 ak —.2 
Year 
1926 7 —1.5 —6.8 —6.0 —11.3 —8.6 3.22 
1927 8 —2.0 —5.7 —3.5 —5.3 —1.9 4.35 
1928 1.5 —1.1 —2.1 —.8 2.4 55D —.04 
1929 4.4 8.7 2.8 4.7 2.9 9.3 —1.13 
1930 —5.9 —4.1 11.9 5.6 11.4 —5.4 —3.50 

t Values for Standard Deviations 
Ww —.2 —.1 —.2 —.2 —.1 —.2 
Year 
1926 1.3 —.5 —1.3 —1.1 —1.7 ie 34 
1927 sp —.3 —1l1.1 —2.0 —1.9 —1.3 56 
1928 —.8 —2.1 —.2 —2.3 2.7 3 54 
1929 sa 4.7 —1.6 > 2.6 a —.55 
1930 —.6 —1.8 1.9 3.9 —1.7 8 —.85 
Liabilities 
Accounts Dividends Accrued Local Contingency Capital 
Item Payable Payable Accounts Taxes Reserve Stock Surplus Overall 
M 1276 740 978 82 174 4088 3810 
s 164 139 137 19 24 213 772 
d* 154 130 129 18 23 200 722 
SM 47 40 40 5 7 62 223 
Ss 34 28 28 4 5 44 157 
t Values for Averages 
w —.2 —.2 —.1 —.1 - il oe 
Year 
1926 —15.5 —6.7 —12.1 —4.1 —2.0 —9.5 —1.7 4.57 
1927 —6.2 —2.2 —8.5 —.4t at —.1 —3.0 1.90 
1928 —4.6 2.0 —4.5 1.5 2 1.2 2.3 1.49 
1929 a7 4.7 8.9 ace P 5.1 3.5 —3.02 
1930 14.6 Ze 16.2 1.5 9 3.4 —10 —4.90 
t Values for Standard Deviations 

w —.2 —.1 —.1 —.1 —.1 —.2 —.2 
Year : 
1926 —.5 2.9 —2.7 ae —.1 eet —.7 19 
1927 —1.2 2.0 —1.2 —.8 6 —1.4 —.2 50 
1928 —.9 —1.4 —2.0 —.4 —.9 —.2 —.9 .87 
1929 1.8 —1.9 3.4 —.3 > 1.8 aS —1.27 
1930 - 2 1.6 2.6 oS —.9 2 4 —.66 


*d is the expected value of s, being the average of the 5 observed s values. 


It’is possible to combine these results 
and obtain one overall composite pic- 
ture, giving weights to the Averages, 
Standard Deviations, Assets and Liabili- 
ties whose sum, neglecting signs, would 





total 1.0. The results above show that 
the firm was not controlled in many 
respects during the period under dis- 
cussion. It is therefore advisable to re- 
view those items which are uncontrolled 


to see if the causes are in a favorable 
or unfavorable direction with respect to 
credit relations. The additional infor- 
mation which may be secured by the 
proper filling out of such a Credit 
Form as may appear feasible for the 
firm in question will be of great as- 
sistance to the credit manager in arriv- 
ing at a final conclusion. 

In addition to the analysis thus far 
made a study may be made of one or 
more of the following ratios, which are 
often found useful: 

(1) Ratios of receivables to mer- 

chandise. 

(2) Ratio of net worth to fixed 

assets. 

(3) Ratio of total debt to net worth. 

(4) Ratio of sales to receivables. 

(5) Ratio of sales to merchandise. 

(6) Ratio of sales to net worth. 

(7) Ratio of sales to fixed assets. 

An analysis may be made of these 
ratios by the same method used above to 
determine the degree of control exer- 
cised over the past years and the cur- 
rent year. These studies give a funda- 
mental foundation upon which a credit 
rating may be established. Where the 
firm has operated within the prescribed 
limits, a forecast of future business will 
be basically sound and credit may be 
unhesitatingly given. Thus we find 
that the principle of economic control 
of the individual components of a busi- 
ness must be understood by the credit 
manager in order that he may perform 
his functions in the best possible man- 
ner. 


The business 
thermometer 
. (Continued from page 9) 


houses with which they are associated 
by a more thorough comprehension of 
the moral risk, are rarely involved in 
bringing unwise and unnecessary pres- 
sure to bear on delinquents, who, work- 
ing under extraordinary conditions, are 
in an unfavorable position, but, who, 
with cooperation, could easily work out 
of it. 

More moderation, the exercise of bet- 
ter judgment, and a more complete 
comprehension of the whole situation, 
supported by a little more courageous 
vision, it is believed, would be very help- 
ful in handling the current situation. 

Hence it is that certain credit men 
are stressing the points referred to, be- 
lieving that moderation has exceptional 
virtue at this time and that a disposition 
to investigate all cases before forming an 
opinion would yield very satisfactory re- 
sults. 
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Figures 
do lie 
” (Continued from page 19) 


is just as important as the amount of 
it. To ignore the former is to have a 
distorted picture of our opportunities 
for profitable sale of commodities. 

Any satisfaction which we may de- 
rive from the statement that the coun- 
try is “basically sound” will depend a 
great deal upon what we mean by that 
term. I may be gratified if my physician 
informs me that my hearing, speech, 
eye-sight and so on are good and that I 
have no organic defects. However, my 
satisfaction in such assurances will not 
be particularly keen if my muscular co- 
ordination is so awry that I cannot prop- 
erly use the organs which are themselves 
undiseased. 


The laws which relate to our eco- 
nomic organization are not essentially 
different from those which relate to our 
physical beings. “Basic soundness” in 
reference to the amount of wealth in 
the country is gratifying; but if the 
distribution of that wealth is not such 
as to provide for proper coordination of 
our productive capacity with the ability 
and willingness to make purchases, it is 
evident that some corrective treatment 
is needed. If figures having to do with 
the amount of wealth are taken merely 
as indicating that it is possible for us to 
get back to normal conditions through 
applying careful thought and action to 
the functioning of that wealth in the 
channels of trade, such figures are help- 
ful. If, on the other hand, we use such 
figures as indicating that there are no 
real economic difficulties and that things 
will adjust themselves within a short 
period of time, then such figures become 
not only valueless but positively harm- 
ful. Under such usage they lull us into 


a condition of inactivity which is: 


neither conducive to the restoration of 
satisfactory business conditions nor to 
the strengthening of the foundations 
upon which a more permanent pros- 
perity must be based. 

During most of the first two years 
of the depression, figures on the amount 
of money and of wealth were frequently 
used with good intentions, but with re- 
sults which were not so good. While 
the statistics themselves were given ac- 
curately, the conclusions drawn were 
not only misleading, but in some re- 
spects harmful. Instead of constructive 
activity directed towards the correction 
of functional disorders in the economic 
and business body of the Nation, too 
many of those who were qualified to 





give leadership contented themselves 
with citing figures designed to show that 
after all nothing serious was wrong. 


There have been evidences during the 
past few months that we are losing some 
of the blind adoration which has often 
been given to tables of statistics. There 
have been evidences too that business 
leaders are refusing to accept the con- 
clusion that no corrective measures are 
necessary so long as the figures on 
money, wealth, etc., show the country 
to be basically sound. If this attitude, 
bred in the distress of continued depres- 
sion, can be carried over into the com- 
ing era of prosperity, at least one tan- 
gible benefit will have been derived from 
our time of difficulty; for even though 
figures are not natural liars, they may 
be made to lie most atrociously and 
harmfully. 


Gold: | 
not guilty 
. (Continued from page 12) 


very much higher than the average in- 
dex numbers would have been for these 
same 9 years had prices increased from 
1913 to that time at only the same 
average rate (2.6%) that they in- 
creased from 1896 to 1913, which 
would have given an average for the 
period of 136. Since 1929, however, 
the United States wholesale price index 
number fell from 138 to 106 (August 
1931), or by 23 per cent. Prices are 
now materially lower than in August, 
although the Bureau of Labor Statis- 
tics index numbers are not available 
for a later date. So far as wholesale 
prices are concerned, we are back again 
very near to the 1913 level. 

Whatever may be the explanation of 
this last great and sharp decline in com- 
modity prices, it is not, in my judg- 
ment, to be found either in a decline 
in the world’s gold production or in a 
maldistribution of the world’s mone- 
tary gold. 

Carl Snyder’s valuable study of the 
physical volume of production, cover- 
ing the principal advanced countries of 
the world, shows for the period 1865 
to the present time an annual average 
rate of increase (geometrical) of about 
3 per cent for the world and of about 
4 per cent for the United States. 

According to the figures of the 
United States Director of the Mint, the 
world’s stock of monetary gold in 1921 
was $8.7 billion. If this stock were in- 
creased progressively by 3 per cent a 
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year from 1921 to the present time, it 
would be approximately $11.3 billion 
for 1930. This is exactly what the 
world’s stock of monetary gold was for 
that year. 


Obviously, therefore, during this 
period, 1921 to 1929, in which the 
wholesale price level was fairly stable 
in the neighborhood of 138 to 148 (on 
the 1913 base), the world’s stock of 
monetary gold increased at approxi- 
mately the same rate as the world’s nor- 
mal physical productivity. These, 
however, were abnormal times of world 
post-war readjustments. Under normal 
conditions there should be no need of 
a full 3 per cent annual increase in the 
world’s stock of monetary gold to take 
care of a 3 per cent increase in the 
physical volume of business because, 
with continually improving currency 
and banking organizations, with in- 
creasing co-operation on the part of 
central banks, with the increased use of 
checks in business transactions in sub- 
stitution for coin and notes, and with 
increasing rates of monetary and de- 
posit turnover, the efficiency of mone- 

(Continued on page 47) 


JOHN HANCOCK SERI. 


BUSINESS 
CREDIT 


F the mainspring of a 

business is the brains and 
driving force of some man, 
there is no surer, quicker 
way to strengthen the credit 
position of that firm than by 
taking adequate Business 
Insurance on his life. 


This matter needs careful 
consideration. May we, with- 
out obligating you in any 
way, provide some general 
information on this subject? 
Address: 


LIFE INSURANCE COMPANY 


OF Boston, MASSACHUSETTS. 
197 Clarendon St. Boston, Mass. 


c.M. 
OVER SIXTY-NINE YEARS IN BUSIN: 










































































= Answers to. 
credit =A 


questions 


a Conducted by Walter C. Foster 


= 


The National Association of 
Credit Men supplies answers to 
credit questions and some of the 
answers, of general interest, are 
printed regularly in Credit and Fi- 
nancial Management. Advice cannot 
be given, however, regarding legal 
rights and liabilities. Such advice 
should be obtained from an attorney 
to whom all the facts should be 
stated. When such inquiries are re- 
ceived, information is furnished only 
as to the general principles of law 
involved. 


Mechanic's liens 


Q. Where a manufacturer of building ma- 
terials sells material to a dealer, who in turn 
sells the goods to a plastering contractor who 
uses the material on a building, has the manu- 
facturer a right of lien? 

A. The manufacturer has no right of lien 
unless the material was sold to the dealer for 
use in the building against which it is sought 
to claim a lien. That is, if the dealer purchased 
the goods under an agreement with the manu- 
facturer that the goods were to be used in a 
certain building, the lien right would exist even 
though the goods were actually used by a plas- 
tering contractor and not by the dealer himself. 
In the absence of such circumstances, in our 
opinion, there is no lien right. See 40 C. J. 88. 


Promissory notes 


Q. Where a note is given to a bank for col- 
lection, made payable to John Smith and paid 
upon due date of the same, the note being 
marked paid by the bank although not en- 
dorsed by John Smith, is the endorsement of 
John Smith on the back of the note, under the 
conditions named, necessary from the stand point 
of law? 

A. Under the facts stated, if the note in 
question was actually paid to John Smith, it 
makes no difference whether it was endorsed by 
him or not. The maker of the note, in the 
absence of an endorsement by John Smith, 
should for his own protection, have either a 
receipt from John Smith acknowledging that the 
note was paid to him, or he should have an 
affidavit from the bank to the effect that the 
money was actually paid to Smith. 


Acceleration of notes given to 
secure payment of overdue accounts 


Q. When a series of notes is accepted from 
a customer to secure the payment of overdue 
accounts, and the customer falls to pay a par- 
ticular note, can the holder bring any action 
against him for payment of the balance of the 
notes? 

A. There is no reason why, when a series 
of notes is given to secure payment of overdue 
accounts, that failure of the payment of one 
in the series should not operate as an accelera- 
tion of the balance of the notes due. This can 
best be accomplished by a statement on the face 
of the notes themselves to the effect that “This 
is a series of notes given to secure indebtedness 
upon overdue accounts. In case of non-pay- 
ment at maturity of any of the said notes, 


all subsequent notes shall immediately become 
due and payable at the option of the legal holder 
thereof and the makers, endorsers and all guar- 
antors of said notes severally waive demand, 
protest and presentation for payment and no- 
tice of non-payment and protest.” 


Liability of holding 
corporation 


Q. Where a holding corporation owns the 
majority of stock in several other corporations, 
is the holding corporation responsible for the 
debts of the. corporations in which it holds the 
majority stock? Reversing the situation, are the 
several corporation units in a holding system re- 
sponsible for debts contracted by the holding 
corporation? 

A. The mere fact that one corporation owns 
the stock of another does not of itself make 
the holding corporation responsible for the debts 
of the subsidiary, nor vice versa. There may 
be circumstances under which the respective 
corporations may become liable for each other’s 
debts, such as when they are in truth and in 
fact the same, mingling their funds, keeping one 
set of books and carrying on their business trans- 
actions in disregard of the distinction between 
the corporate entities. 

Except under such exceptional circumstances 
one corporation will be liable for the debts of 
another only when such debts have been assumed 
or guaranteed. 


Addresses wanted 


BARBER, I. N., 332 Denver Avenue, Kansas City, Mo. 

BECK, M. L., painter and decorator, formerly 216 N. 
Klein Street, Oklahoma City, Okla. 

BRUNO, A. S., formerly connected with the Creditors 
Bureau Furniture Industries, Chicago. Also located in 
Memphis representing Showers Co., Bloomington, Ind. 
and Birmingham Stove and+ Range Company, Bir- 
mingham, Ala. 

CANTOR, NAT, operated a truck line between Ocala 
and Jacksonville, Florida. Now located in New York 
City. 

DASO, EARL E., Pennzoil 
Carnegie, Cleveland, Ohio. 

FELSENTHAL, DAVE, traveling salesman, formerly 
made his home in Cleveland, Ohio. Reported to be in 
Chicago. 

FUNSON, MR. and MRS. E. L. (wife—Susie; Son— 
E. C.) formerly of 245 Lincoln Avenue, Syracuse, 
New York. 

GOLD, JAY, Road, Upper 
Darby, Pa. 

GROSSMAN, HARRY, 2002 Rosewood Avenue, Rich- 
mond, Va. 

KRAUSE, HERMAN, engaged in the shoe business, New 
Braunfels, Texas. 

MARVIN, RAYMOND, painter and decorator, formerly 
at 8734 Morley Street and 11762 Kentucky Avenue, 
Detroit, Michigan. 

McKERNON, JOHN, formerly at 2200 Powell Avenue, 
Bronx, N. Y. 

MUSHRUSH, N. R., painter and decorator, formerly 
2419 W. “‘E” Street, Oklahoma City, Oklahoma. 

RITTEN, D. D., 1975 Pingree Street, Detroit, Michi- 
gan, formerly represented Cluett, Peabody Company 
and Hanover Shirt Company in the City of Detroit. 

RUSSELL, DONALD G., formerly located at 2824 W. 
Marquette Rd., Chicago, Ill. 

TRIER, J. ELECTRIC SHOP, 
Chicago, Ill. 

WILSON, W. O., 16941 Harper St., Detroit, Mich. 

WOLFRATH, WILLIAM ‘F., Somerset, Penna. 


Station, E. 82nd and 


formerly 7058 Garrett 


1659 Addison Street, 


Copper comes 
a cropper 

uu (Continued from page 25) 
done in the way of negotiations. Some 
of the smaller producers must be lined 
up for the plan. 

Moreover, while the agreement might 
be negotiated through cable and other 
means of communication, it may be 
necessary to bring the representatives of 
the various producing interests together 
again for a formal ratification of a “gen- 
tlemen’s agreement” to reduce output. 

Copper men here were inclined to be- 


lieve that announcement of the with- 
drawal of the Phelps Dodge Corporation, 
third largest producer, from Copper Ex- 
porters, Inc., had a good deal to do with 
the change in attitude on the part of the 
Belgians. 

Copper Exporters, Inc., is the co-op- 
erative selling organization for mines 
representing about 90 per cent. of the 
world’s output of copper in the export 
market. Inasmuch as the Katanga in- 
terests have been one of the leading ex- 
ponents of copper-marketing schemes, 
it was believed they were alarmed over 
a threatened breakup of Copper Ex- 
porters. 

Phelps Dodge made no explanation of 
its withdrawal from Copper Exporters. 
There has been dissatisfaction in the 
ranks of the selling agency for some 


time, partly because the export price had 
been maintained out of the normal rela- 
tionship with the domestic quotation. 
However, it was feared a disruption of 
the organization would add to the un- 
settlement of the copper industry, labor- 
ing under the burden of a large stored 
surplus and the lowest price for the red 
metal in history at 7 cents a pound, 
domestic. 

Compromise proposals accepted by 
the Belgians are understood to be based 
on a maximum capacity of 430,000,000 
pounds of copper a year for the Katanga 
mines, with actual production to be 
fixed at 115,000,000 pounds, while 60,- 
000,000 additional could be mined, but 
must be kept off the market until the 
industry has an opportunity to work off 
its surplus. 

That would mean a curtailment to 
around 27 per cent. of capacity, which, 
producers figure, is drastic enough to 
bring supply into equilibrium with de- 
mand and at the same time allow for 
liquidation of the surplus. 


Editor’s Note—Subsequent to the 
writing of this article by Mr. Hayes, 
comes word from Brussels that an ac- 
cord was reached there late in Decem- 
ber, calling for a reduction to 26 per 
cent. of maximum capacity to take 
effect January 1, 1932. In line with 
this, the Phelps Dodge Company has 
announced the withdrawal of its inten- 
tion to resign. The new agreement 
brings production from 120,000 to 
85,000 tons monthly and will evidently 
be signed by all producers. 
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Business 


Peaks and Valleys 


Let Economists explain why there are "Peaks" and "Valleys”’. 
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Atlanta, Ga. 
Baltimore, Md. 
Billings, Mont. 
Birmingham, Ala. 
Boston, Mass. 
Buffalo, N. Y. 
Charlotte, N. C. 
Chattanooga, Tenn. 
Chicago, Ill. 


Let business prophets foretell them. 
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But let the Credit Department keep closely in time and tune with them. That 
way lies Sound Credit. 


Countless Millions of dollars are being lost through Bad Debts because "Peak" 
information is being used to determine "'Valley'’ Credit Responsibility, and 
millions of dollars of business will be lost if "Valley" information is used in 
"Peak" times. 


The information contained in Credit Interchange teports is from six to nine 
months ahead of that secured through other mediums. It's "Valley" informa- 
tion on "Valley" conditions. 


ational 


Cincinnati, Ohio 
Clarksburg, W. Va. 
Cleveland, Ohio 
Columbus, Ohio 
Dallas, Texas 
Denver, Colo. 

Des Moines, lowa 
Detroit, Mich. 
Duluth, Minn. 


Association 


Evansville, Ind. 
Flint, Mich. 

Ft. Smith, Ark. 

Ft. Wayne, Ind. 
Grand Rapids, Mich. 
Great Falls, Mont. 
Green Bay, Wis. 


Houston, Texas 
Huntington, W. Va. 


Indianapolis, Ind. 
Jacksonville, Fla. 
Kalamazoo, Mich. 
Kansas City, Mo. 
Knoxville, Tenn. 
Lexington, Ky. 
Little Rock, Ark. 
Louisville, Ky. 
Lynchburg, Va. 
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Memphis, Tenn. 
Milwaukee, Wis. 
New Haven, Conn. 
New Orleans, La. 
New York, N. Y. 


Oklahoma City, Okla. 


Omaha, Nebr. 
Peoria, Ill. 


Philadelphia, Pa. 


CREDIT INTERCHANGE BUREAUS 
Credit 


Pittsburgh, Pa. 
Portland, Ore. 
Richmond, Va. 
St. Louis, Mo. 
St. Paul, Minn. 


Men 
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Sioux City, lowa 
Tampa, Fla. 
Toledo, Ohio 
Tulsa, Okla. 


Salt Lake City, Utah Utica, N. Y. 


San Francisco, Cal. 
Seattle, Wash. 
Shreveport, La. 


Wheeling, W. Va. 
Wichita, Kans. 
Youngstown, Ohio 
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Court decisions 


COMPENSATION OF 
(N. Y.) 


Held that the words “in contemplation of 
the filing of a petition by or against him,” 
contained in Section 60 (d) of the Bankruptcy 
Act, relate only to the state of mind of the 
debtor and not to what his lawyer thinks about. 
With respect to compensation of lawyers, the 
courts are in irreconcilable conflict upon the 
question as to whether or not Sections 60 (d) 
and 64 (b) 3 are completely correlative,—the 
one applying preceding and the other applying 
subsequent to the filing of the petition, The 
authorities seem to agree, however, that services 
the determination of whose value is within the 
summary jurisdiction conferred by Section 60 
(d), must be of a type which renders them 
germane to the general aims of the Bankruptcy 
Act. Upon the present record, the referee was 
fully warranted in concluding, and the infer- 
ence is inescapable that, when the debtor en- 
gaged the respondents, he contemplated bank- 
ruptcy. It appears incontrovertibly that the 
employment was exclusively for the formulation 
of arrangements that would have adjusted af- 
fairs of the debtor in some fashion with all 
of his creditors and would have affected, for the 
benefit of the estate, all the assets of the debtor. 
It is wholly consistant with the language of Sec- 
tion 60 (d) to construe the jurisdiction there 
conferred to embrace authority summarily to 
fix the reasonable value of fees for services in 
such matters,—including attempted adjustments 
designed to avoid bankruptcy. The court thinks 
it is clear here that the thought of bankruptcy 
was the impelling motive of the debtor when he 
retained the respondents. Referee’s order con- 
firmed. Matter of David Bell Scarves, Inc. 
U. S. Dist. Ct. So. Dist. of N. Y. Decided 
September 25, 1931. 


ATTORNEYS. 


CONTRACTOR’S BOND. SUBCONTRAC- 
TOR. INSOLVENCY. MATERIALMEN SET- 
OFF. (N. J.). 

Held that a surety is not bound to pay any- 
thing that the principal’s property can pay. 


The court of chancery like the bankruptcy 
court should have allowed a general contractor, 
who stood in the position of surety for an in- 
solvent subcontractor, to prove for the amount 
of the debt which the insolvent subcontractor’s 
estate should have paid. A general contractor 
on public work who gave the bond required 
by chapter 75 P. L. 1918, and paid, as required 
by the bond, the sums due for labor and ma- 
terials furnished on the work to a subcontractor, 
who became insolvent, may in the insolvency 
proceedings prove for the amount so paid when 
such laborers and materialmen do not prove 
against the insolvent, and set off the amount 
against its own debt to the insolvent. Decree 
for receiver-respondent reversed. Nutz v. Mur- 
ray-Nutz, Inc. & ano. N. J. Ct. of Errors and 
Appeals. Decided October 19, 1931. 


BANKRUPT DEPOSITOR. RIGHT OF 
BANK TO OFFSETS. PREFERENCE TRUST. 
(N. Y¥;). 


This case turns upon seriously controverted 
questions of fact. The crux of this case cen- 
ters around the provision in Section 68 of the 
Bankruptcy Act as to the circumstances under 
which set offs may be taken. Held, that the 
Court sees no substantial evidence whatsoever 
in the record which would sustain a finding that 
those deposits were made with a view to being 
used as a set off. The deposits from April 8 
to the close of business on April 15 were made 
in the usual course of business and hence under 
the statute the defendant had the absolute right 
to set them off, or, to put in another way, they 
are not recoverable. With respect to all the 
transactions up to the close of April 24, the 
plaintiffs have failed to show that they are en- 
titled to recover. At the trial decision was 
reserved on the question whether the difference 
between approximately $43,000 deposited by the 
bankrupt with the defendant on April 25 and 
approximately $38,000 already paid over by 
the defendant to the bankruptcy trustees is re- 
coverable in this suit. Checks or acceptances 
by the bankrupt, some dated as early as April 
22, aggregating the difference were presented to 
and paid by the defendant some time prior to 
the adjudication in bankruptcy. In the mean 
time there had been no injunction granted and 
no receiver had been appointed in the bank- 
ruptcy proceedings. All the payments were 
made in good faith. Under the Bankruptcy 
Act the title of a trustee in bankruptcy re- 
lates back to the filing of the bankrupt’s peti- 
tion. From this provision of the law the 
plaintiffs argue that any bank, having knowl- 
edge of the insolvency of a customer, and hav- 
ing knowledge that a petition in bankruptcy 
has been filed against him, may be required to 
pay over again to the bankruptcy trustees sums 
which it has already paid on its depositor’s 
checks during the interval between the filing of 
the bankruptcy petition and adjudication. The 
contrary, however, has been definitely estab- 
lished by the Circuit Court of Appeals for this 
Circuit. One of the payments under considera- 
tion was to meet a current pay roll of the bank- 
rupt and all the others were to meet charges 
which probably were liens on the bankrupt’s 
merchandise. In one case, therefore, a priority 
which otherwise would have depleted the estate 
to the same extent was discharged and in the 
other cases actual enhancement of the estate 
ensued by the release of property which has 
gone to and has benefited the estate; obviously 
the defendant did not prefer itself when it paid 
out money upon orders of the bankrupt. If 
any preferences resulted, then those who ob- 
tained them should be pursued. So also no 
trust would be impressed as against defendant 
on the funds in its hands through its receiving 
or paying them out, in advance of adjudication, 
as directed by the bankrupt. Whatever may 
be the rights of the plaintiffs on other grounds, 
it follows that no cause of action is established 
for a voidable preference or for a constructive 
trust. Stevens et al v. Bank of Manhattan 
Trust Co. U. S. Dist. Ct. So. Dist. of N. Y. 
Decided October 19, 1931. 


ASSIGNMENT FOR BENEFIT OF CRED- 
ITORS. LIABILITY OF ASSIGNEES AND 
SURETIES. STATE INSOLVENCY ACT. 
EXCLUSIVENESS OF NATIONAL BANK- 
RUPTCY ACT. (ARK.). 


Where an embarrassed debtor assigned all his 
property to two assignees for the benefit of his 
creditors, and the latter were appointed re- 
ceivers by the chancery court and entered into 
bond to faithfully account for all such property 
and to make such disposition of it or the pro- 
ceeds therefrom as the Court might direct, 
when, afterwards, a sale was affected of all of 
the debtor’s property to an investment company, 
and the court ordered them to turn over all 
of the property, real and personal, to the invest- 
ment company, and the receivers complied with 
that order, held that no personal liability could 
attach to the receivers nor to the surety in their 
bond, even had the proceeding by which the 
debtor sought to settle with his creditors been 
void. The proceeding whereby the debtor 
made an assignment for the benefit of his cred- 
itors, and the assignees were appointed receivers, 
and took charge of the debtor’s assets, and 
afterwards the matter was settled by the ac- 
ceptance of an offer to take over the debtor’s 
property and to assume his indebtedness, which 
was accepted by the assignor and the assignees 
and receivers, and the chancery court ordered 
the receivers to turn over to the parties offer- 
ing to assume the indebtedness all of the debtor’s 
property, and the receivers were discharged, was 
not a proceeding under Crawford & Moses’ Di- 
gest, chapter 93, on the subject of insolvency. 
Where, as in this case, there is no badge of 
fraud connected with the assignment warrant- 
ing the interference of a court of equity, but 
the same seems to have been prompted by a 
sense of duty and a desire to treat all his cred- 
itors fairly and impartially and the assignment 
was made before any proceeding was begun by 
any creditor, the same will not be impeached 
for fraud. The State Insolvency Act of 1897, 
chap. 93, Crawford & Moses’ Digest, in so far 
as it is in conflict with the National Bankruptcy 
Act, is superseded thereby, and the latter act 
is exclusive, pertaining to the same subject-mat- 
ter and the same parties; but an assignment to 
a trustee for the benefit of creditors, the pro- 
ceedings conducted and the debtor’s estate ad- 
ministered under the provisions of chap. 9 of 
Crawford & Moses’ Digest, do not come into 
conflict with the National Bankruptcy Act, and 
the provisions of that chapter were not re- 
pealed by the Bankruptcy Act. Judgment in 
favor of the investment company, the appellee, 
affirmed. Finch. v. Watson Investment Co. Ark. 
Supreme Ct. Decided October 5, 1931. 


Washington notes 


STUDY OF BUSINESS FAILURES 


Surveys by the Department of Commerce de- 
signed to “isolate the bankruptcy germs,” set up 
warnings of infection and prompt the creation 
of antidotes against business failures are going 
forward at the present time in three cities, with 
principal activities centered in Chicago and Bos- 
ton, according to “Domestic Commerce.” 

Chicago bankrupts are being interviewed by 
representatives of the University of Chicago and 
the Bureau of Foreign and Domestic Commerce 
cooperating in studying the common causes of 
failure in that area. During the five and a half 
months that this survey has been under way, 
more than 1,100 bankrupts volunteered to tell 
their experiences to research men of the two or- 
ganizations. Business men of every type are 
represented in the figures as well as salaried em- 
ployees and wage earners who entered petitions 
in bankruptcy because of financial mismanage- 
ment or misfortune. Results have been entered 
in great detail and are now kept in a confidential 
file which will later be submitted to an elaborate 
analysis. The present work in Chicago will con- 
tinue until enough interviews have been made to 
permit the drawing of general conclusions. 
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Gold:. 
y not guilty 





(Continued from page 43) 


tary gold should be continually increas- 
ing. 

A scarcity of gold, should it occur, 
would be likely to make itself felt in a 
slow but continuous decline in prices, 
as it did in the years 1873 to 1896, 
rather than in a catastrophic drop like 
the one we have just had after a long 
period of comparatively stable prices. 


The problem of the world’s distribu- 
tion, or of its alleged present maldistri- 
bution, of gold is a complicated one 
and one upon which space will only 
permit a brief comment. 


First, there is far more money work 
ta be done in the United States than in 
any other country in the world, and, on 
the basis of our proportionate share of 
the world’s economic activity, we 
should have much more gold than any 
other country. Either on the basis of 
economic activity or on the simple per 
capita basis, France has a much larger 
proportionate share of the world’s mon- 
etary gold to-day than we have. 


The chief reason, in my judgment, 
for the recent heavy flow of gold to the 
United States may be expressed in the 
slogan “Safety first”. Given the col- 
lapse of 1929-1931 with its resulting 
losses and widespread bankruptcy, with 
its aftermath of unemployment, social 
unrest and political revolution, it is not 
strange that people everywhere should 
have become scared and have converted 
their capital into gold—the only thing 
they could see whose value was rising— 
and should have done their best to get 
that gold quickly in the safest place 
they could put it; namely, on deposit in 
the strongest banks they could find in 
the United States and France, and in 
bank acceptances, government bonds 
and other high-grade liquid securities 
in these two countries. Gold flowed 
here for safe-keeping. The all-impor- 
tant consideration has been safety, not 
yield. Hundreds of millions of dollars 
of these funds in the United States and 
France are serving as a storehouse of 
value for people all over the world, a 
function not greatly unlike that per- 
formed for the people of India by the 
numerous gold and silver hoards of that 
vast country. We have not wanted 
this gold—it has been thrust upon us. 
We are glad now that some of it is 
going out again, although it is unfor- 
tunate that so much of it has appar- 
ently gone into hoards in other places. 
We have had so much of it that we 


have not known what to do with it, 
and our Federal Reserve Banks have un- 
til recently been maintaining the low- 
est discount rates in history in order to 
get the gold out and to keep it from 
coming to us. Until lately, however, 
these efforts have been of little avail. 
With business depressed, confidence 
lacking, and with so many of our finan- 
cial leaders in a blue funk, the funds 
have piled up in the banks, and even in 
private hoards, because the people who 
could best use them have been afraid to 
do so. Much of our gold is practically 
idle, but it will be put to work when 
people abroad and people at home be- 
lieve that it can be put to work safely 
and profitably. Then it will be found 
that the supply is ample if the world 
organizes its gold-standard currency 
systems on modern scientific lines and 
places its administration in the hands 
of men of character and ability. 

—Presented before the American Sta- 
tistical Association. 
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points, namely through his moratorium 
and his rediscount pool. But, as to the 
first, it would help incalculably, I 
think, if all existing inter-govern- 
mental debts were wiped out, wholly 
and forever—-not as a magnanimous 
gesture, to help Europe at our expense, 
but as an act of self-interest; a modest 
price for the cure of a depression. 

As to the technical attack on defla- 
tion, the Federal Reserve System should, 
I believe, have continued its open mar- 
ket operations, namely buying bonds. 
Other technical expedients are also 
available. 

To turn this depression we need just 
what England needed, and what she 
has recently secured, a rise of the price 
level, and we can secure this without 
cutting loose from gold. To raise the 
price level to normal and then keep it 
there should be the great object, in 
other words, to take the swelling out 
of our hypertrified dollar and to stabil- 
1ze 1t. 


@ Pay as you play 

Installment Collector: See here, 
you’re seven payments behind on your 
piano. 

Buyer: Well, the company adver- 
tises, ““Pay as You Play.” 

“What’s that got to do with it?” 

“I play very poorly.” 


47 
Bankruptcy 
v recommendations 


Spurred by a steady annual increase 
in the number of bankruptcies, the 
Department of Justice is busy drafting 
legislation to present to the new Con- 
gress which, if passed, will drastically 
revise every legal aspect of bankruptcy 
practice and settlement throughout, the 
United States. 

President Hoover was expected to rec- 
ommend the new legislation to Congress 
in his annual message. It will be in- 
troduced by Senator George W. Norris 
(R.) of Nebraska as chairman of the 
Committee on the Judiciary, who has 
promised to give the proposals his ener- 
getic support. 

With the backing of both the Ad- 
ministration forces and the Progres- 
sives who, along with Senator Norris, 
generally favor reform in bankruptcy 
laws, it is anticipated the new legisla- 
tion will meet with little opposition in 
Congress, in the opinion of the Chris- 
tian Science Monitor. 

While the revised English bankruptcy 
laws of 1914, which have proved suc- 
cessful in reducing the practice in that 
country, furnish an example of what 
can and must be achieved, nevertheless 
the reform measures being drafted by 
the Department of Justice are based pri- 
marily on specific American needs and 
conditions. 

In response to a request from Presi- 
dent Hoover on July 30, 1930, the De- 
partment has conducted a careful in- 
vestigation into the operation of the 
present law on the basis of which it has 
analyzed its failings and weaknesses. In 
addition the United States Bureau of 
Foreign and Domestic Commerce is con- 
ducting a study of bankruptcy cases 
with a view toward determining their 
causes from the business point of view. 

Facts accumulated by the Depart- 
ment of Justice show the extent to 
which the existing act of 1898 has been 
subjected to widespread abuse, particu- 
larly during the last 10 years. In 1921 
there were 15,000 bankruptcies granted. 
This has increased steadily year by year, 
reaching in 1930 to over 60,000. 

This last figure is not to be inter- 
preted as the result of the economic 
situation. In 1929 the number was 
57,000 and in 1928, 53,000. The in- 
crease during these three years is in 
fairly normal proportion to the annual 
increase during the entire period—the 
largest difference having taken place be- 
tween 1922 and 1923 when the figure 
jumped from 22,000 to 34,000. 


























































